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Announcements 
34-10560 Letter to New York Stock Ex- 
change 

Letter sets forth reasons for con- 
clusions in Commission Sep- 
tember 11, 1973 letter re- 
specting, among other things, 
Exchanges’ proposal to increase 


their schedule of commission rates. 


33-5447 Disclosure of Possible Impact of 

34-10569 Fuel Shortages 

35-18225 Issuers should consider disclosure 
of impact on operations of 
possible fuel shortages. 

AS-150 Accounting Principles and 

Standards 

Statement of policy on the 
Establishment and Improvement 
of Accounting Principles and 
Standards. 


Enforcement 

34-10561 Ronald G. Farrell 
Administrative proceedings 
ordered on alleged net capital, 
registrations and bookkeeping vio- 
lations. 

34-10565 Blyth, Eastman, Dillon & Co., Inc. 

34-10566 Sanctions imposed on Blyth and 
two registered representatives in 
case relating to misuse of share- 
holder list. 

LR-6175 Wayne Everett and Associates, Inc., 

et al. 





Injunction, by consent, ordered 
against Hawkeye Land, Ltd. in case 
involving alleged violations of regis- 
tration and anti-fraud provisions - 
refund ordered. 

LR-6176 Sunshine Land & Cattle Corporation, 

et al. 

injunction ordered against com- 
pany and its president in case in- 
volving alleged violations of regis- 
tration and anti-fraud provisions 
in connection with offer and sales 
of promissory notes; guarantees 
thereof and other instruments. 


Rule 203-2, adopted 
Rule amended to correct certain 
references to former Sections 203 
(d) and (g) of the Act. 
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SECURITIES ACT OF 1933 
Release No. 5447/December 20, 1973 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 10569/December 20, 1973 


PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18225/December 20, 1973 


DISCLOSURE OF THE IMPACT OF POSSIBLE FUEL 
SHORTAGES ON THE OPERATION OF ISSUERS SUB- 
JECT TO THE REGISTRATION AND REPORTING 
PROVISIONS OF THE FEDERAL SECURITIES LAWS 


In view of the actual or potential impact that possible fuel 
shortages resulting from the current energy crisis may have 
on the operation of issuers subject to the registration and 
reporting provisions of the federal securities laws, the Securi- 
ties and Exchange Commission today reiterated the impor- 
tance of publicly held companies making prompt and 
accurate disclosure of information, both favorable and un- 
favorable, to security holders and the investing public. The 
Commission recognizes that the extent of possible shortages 
of fuel or types of energy and their impact on particular 
industries or issuers may not be determinable at this time, 
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and, accordingly, it is not presently in a position to publish 
guidelines applicable to registration statements and reports 
required to be filed with the Commission. However, the 
Commission emphasizes that, under the securities laws, the 
responsibility for making full and fair disclosure in filings 
with the Commission rests with the issuers required to make 
those filings. Accordingly, issuers should carefully consider 
whether disclosure of the impact on their operations of 
possible fuel shortages is required now and upon the oc- 
casion of further developments in this situation. Conside- 
ration should be given to such matters as possible material 
increases in costs of operation or possible curtailment of 
operations. 


In addition, notwithstanding the fact that an issuer com- 
plies with the registration and reporting requirements under 


the securities laws, it should make full and prompt announce- 


ments of material facts concerning the issuer’s operations. 
The responsibility for making such announcement rests, and 
properly so, with the management of the issuer. They are 
intimately aware of the factors affecting the operations of 
the business. Also, not only must material facts affecting 
an issuer's operations be reported; they must be reported 
promptly. As indicated in Securities Act of 1933 Release 
No. 5092 (October 5, 1970, Timely Disclosure of Material 
Corporate Developments, the policy of prompt corporate 
disclosure of material business events is embodied in the 
rules and directives of the major exchanges and the National. 
Association of Securities Dealers, Inc. In addition, it should 
be noted that unless adequate and accurate information is 
available, a company may not be able to purchase its own 
securities or make acquisitions using its securities, and its 
insiders may not be able to trade its securities without run- 
ning-a serious risk of violating Section 10(b) of the Securi- 
ties Exchange Act of 1934 and Rule 10b-5 thereunder. 


The Commission wil! monitor developments relating to the 
energy Crisis with a view to determining whether additional 
steps may be necessary. 


By the Commission. 


George A. Fitzsimmons 
Secretary 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 10560/December 14, 1973 


The Securities and Exchange Commission today announced 
that it had sent the following letter to James J. Needham, 
Chairman of the Board of Directors of the New York Stock 
Exchange, Inc., setting forth the reasons for the conclusions 
articulated by the Commission on September 11th with 
respect to, among other things, the New York Stock Ex- 
change’s proposal to increase their schedule of commissior: 
rates. 


The text of the letter was as follows: 
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December 14, 1973 


Mr. James J. Needham 
Chairman 

New York Stock Exchange, Inc. 
Eleven Wall Street 

New York, N. Y. 10005 


Dear Mr. Needham: 


On September 11, 1973, the Commission announced its 
views concerning the commission rate proposals of both the 
New York Stock Exchange, Inc. (“NYSE”) and the PBW 
Stock Exchange, Inc. (“PBW”). 1/ At that time, the Com- 
mission stated that, because of the importance of its views 
to public investors, the national economy and the securities 
industry, the Commission had determined to announce its 
views immediately and subsequently to indicate the bases 
for them. This letter sets forth the reasons for the Com- 
mission’s conclusions with respect to your exchange’s pro- 
posal to increase commission rates and with respect to the 
more fundamental issue of the manner in which the com- 
mission rates charged by members of all national securities 
exchanges should be determined in the future. 2/ 


The Conclusions Expressed by the Commission 


The Commission, as you know, expressed five basic con- 
clusions with respect to commission rates on September 
11th: 


(1) The Commission would not object if any national 
securities exchange should amend its rules immediately to 
increase its schedule of fixed commission rates member 
firms are required to charge their customers by 10 percent 
on orders up to $5,000 and by 15 percent on orders of 
more than $5,000, as had been proposed by the NYSE, nor 
to the continuation of those rates through March 31, 1974; 


(2) The Commission will not object to the further con- 
tinuation of those increased rates during the period from 
April 1, 1974, through April 30, 1975, by any stock ex- 
change that adopts rules, effective on or before April 1, 
1974, which 


(a) eliminate that portion of NYSE Rule 383, or any 
comparable rule of another exchange, prohibiting member 
firms from charging their customers commission rates ex- 
ceeding the exchange’s commission rate schedule, and 


(b) permit, but do not require, member firms to provide 
less than a full range of brokerage services furnished cus- 
tomers in return for discounts of up to 10 percent from 
the then effective commission rate schedule; 


(3) The Commission will act promptly to terminate the 
fixing of commission rates by national stock exchanges 
after April 30, 1975, if the stock exchanges do not, on 
their own initiative, adopt rule changes achieving that re- 
sult in advance of that date; 


(4) The Commission will not, in April, 1974, initiate 
a breakpoint reduction below $300,000 respecting the 
nortion of orders above which the commission rates charged 
by their members may be competitively determined; and 














(5) The Commission expressed its disagreement with 
the PBW’s proposal to permit its members to reduce com- 
mission rates by 50 percent on the second transaction 
(either an offsetting sale or purchase) executed within 14 
days of a prior purchase or sale of the same security by 
the same person. 


As noted above, 3/ this letter sets forth some of the policies 
considered and formulated by the Commission with respect 
to the first four of the foregoing five conclusions articulated 
by the Commission on September 11, 1973, concerning 
commission rate schedules of national securities exchanges. 


The NYSE’s Proposal to Raise Its Schedule of Member Com- 
mission Rate Charges 


In order to place the conclusions articulated by the Com- 
mission on September 11th in proper perspective, it is 
important to recognize the nature and regulatory context 
of the action the NYSE proposed to take. 


The NYSE submitted to the Commission a proposed amend- 
ment to its rules designed to effect an increase in the com- 
missions it; members are required to charge their customers 
for the »purtion of those transactions effected on the ex- 
change that do not exceed $300,000. This proposal had, as 
you are aware, been preceded by earlier NYSE proposals 
also designed to modify, in some manner, its rules fixing 

the level and rate of commissions charged by its members. 


While Congress, in enacting the Securities Exchange Act in 
1934, did not explicitly authorize exchanges to fix the 

rates of commissions their members could charge, it did 
implicitly recognize that national securities exchanges might 
fix the commissions their members are required to charge if 
this practice did not meet with Commission disapproval. 

4/ Asis also true of other powers which may reside with 
the exchanges by virtue of the Securities Exchange Act, any 
power to adopt rules fixing commission rate charges is not 
an unfettered authority. First, the exchanges were not 
authorized to fix commission charges which are unreason- 
able. And second, Section 19(b) (9) of the Securities Ex- 
change Act vests pervasive residual authority in the Securi- 
ties and Exchange Commission to alter, modify or amend 
any rules or practices of exchanges fixing rates of com- 
mission and other charges, including their elimination, not- 
withstanding the apparent concern of some members of 
Congress in 1934 that the Commission might abuse its 
authority over exchange rules fixing commission rates by 
Causing those rates to be set too low. 5/ 


But, to the extent any such rules are appropriate, the pro- 
mulgation of rules concerning exchange-required fixed 
commission rates is a matter that Congress entrusted to the 
exchanges in the first instance, at least as long as the fixing 
of commission rates should be permitted. 6/ The NYSE’s 
rate proposal was submitted to us pursuant to Securities 
Exchange Act Rule 17a-8, 17 CFR 240.17a-8, generally 
requiring that advance notice be given to the Commission 
by any exchange proposing to amend its rules or practices. 
Our consideration of the NYSE’s proposal was in the con- 
text of a determination whether the Commission should 
take any steps preliminary to the exercise of its authority 
concerning the effectiveness of the NYSE’s proposed action. 









We have considered the reasons why the NYSE proposed to 
increase the level of commission rates its members must 
charge, as well as the authority accorded to the exchanges 
by the Congress in 1934, and for the reasons enumerated 
below, we could not conclude that the NYSE’s rate pro- 
posal was unreasonable. 


In support of its proposal to raise commission rates, the 
NYSE provided the Commission with a substantial amount 
of information in support of the Exchange’s position that 
member firms 7/ have in the last 18 months experienced 
increases in the prices paid for goods ana services. 


The Exchange attempted to measure the effect of general 
inflationary forces and suggested specifically that sub- 
stantial increases in the cost per transaction resulting from 
inflationary factors alone warranted a commission rate 
increase in the amount the Exchange had requested. 8/ 


The Commission recognizes that there has been some in- 
flation in costs since the last increase effected by the Ex- 
change in its schedule of commission rates and that Ex- 
change members were not in a position to pass these in- 
creased costs on to their customers, largely because of the 
existing fixed rate schedule applicable to the vast bulk of 
orders executed on national securities exchanges. The 
Commission is also aware that, for a protracted period, 
there had been a substantial decline in the volume of trans- 
actions on exchanges, which aggravated the effects of the 
cost increases that, in fact, had occurred. 9/ 


The Commission finds more significant, however, the Ex- 
change’s submission of information which clearly showed 
that its member firm community had been experiencing 
severe financial losses for a substantial period preceding 
the rate request. 


Although the profitability of NYSE member firms carry- 
ing public customer accounts, in terms of pre-tax rate of 
return on capital and in terms of profit margin (pre-tax re- 
turn as a percentage of gross revenue) were 18.9 percent 
and 12.8 percent, respectively, for the full year of 1972, 
rates of return in the last half of 1972 had declined below 
their historical average levels. 10 / For the first seven 
months of 1973, NYSE member firms doing a public busi- 
ness 11// as a group, suffered pre-tax losses of $195 
million on total securities activity. 


This decline in profitability in the last half of 1972 and 
loss condition in the first seven months of 1973 was 
apparently experienced by firms of all types, whether re- 
gional or national, and whether serving primarily large 
investors or primarily small investors. Not only was there 
an indication that roughly one-half of the NYSE firms 
which carried public customer accounts were suffering 
such severe losses, it was also clear that, if the same level of 
losses that had occurred in early 1973 continued, in less 
than twelve months seventy-six of these firms would be 
unable to meet the requisite net capital requirements for 
doing business. 


Thus, on the basis of the financial experience of the in- 

dustry in late 1972, and the first seven months of 1973, it 
did not appear that unreasonable rates of return were likely 
to result if the proposed rate increase were effected by the 
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NYSE. On the other hand, without the rate increase, the 
continued deterioration in the capital positions of many 
member firms was foreseeable, with significant capital im- 
pairment and indirect, but consequential, harm to investors 
the likely result. 


These circumstances principally motivated the Commission 
to raise no objection to the NYSE’s rate increase for the 
period ending March 31, 1974. 


The Move to Unfixed Commission Rates 


The Commission's conclusion that it would be appropriate 
to require exchanges to eliminate fixed commission rates 
effective by April 30, 1975, of course, also had some in- 
fluence on its conclusion not to object to the specific rate 
increase proposed by the NYSE. 


The Commission has consistently taken the position that 
the long history of fixed rates argues against a precipitous 
elimination of the fixed rate system. It is appropriate, for 
the protection of investors and in the public interest, that 
stock exchange firms be given an opportunity to develop 
business strategies and adjust their operations to a competi- 
tive-rate environment. It is not appropriate to risk the 
possibility that undue haste might threaten the ability of 
the industry to fulfill its essential function of serving the 
needs of investors and corporations seeking capital from 
the public. The severe financial experience of the member 
firm community in the last half of 1972 and the first seven 
months of 1973 indicated that, without some form of rate 
increase, the ability of the industry to function would be 
impaired at the very time that it was expected to accom- 
plish a transition to a competitive rate system (in a relative- 
ly short period of time), as well as the implementation of 
an extremely large number of other regulatory initiatives 
of a significant nature. 12 / 


The Commission does not, however, view this letter as the 
appropriate place to articulate definitively the reasons for 
its conclusion that the fixing of commission rates on securi- 
ties transactions should be terminated by April 30, 1975. 
Should it become necessary for the Commission to request 
Exchange action in the manner prescribed by Section 19(b) 
of the Securities Exchange Act, however, the Commission 
will set forth the basis upon which it is, at that time, re- 
questing that specified action be taken. 13 / 


Predicates for the Extension of an Increase in Fixed 
Commission Rates from April, 1974 through April, 1975 


In its release issued on September 11th, the Commission 
indicated its view that it would not object to the further 
continuation -- for the period from April 1, 1974, through 
April 30, 1975 -- of the increase in Commission rates pro- 
posed by the NYSE, if the NYSE should first effect changes 
in its rules designed to permit an interim period during 
which member firms could both (1) charge up to 10 percent 
less than the exchange-fixed minimum rate schedule if 

they should provide less than the full range of brokerage 
services generally being furnished at the present time, and 
(2) charge more than the exchange-fixed minimum rate 
schedule if they believe such increased charges are appro- 
priate. 
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We understand through conversations with representatives 
of the exchanges and the member firm community that 
there is some question whether the foregoing proposal repre- 
sents a workable opportunity for experimentation with 
limited price competition. We adhere, however, to our 
objective that the exchanges take steps to effect a meaning- 
ful experimental period prior to the introduction of a sys- 
tem of completely unfixed commission rates, even if it 
should take the form of a modification of our proposal or 
some other realistic alternative to it. We believe the ex- 
changes and the member firm community should assume 
the initiative for developing a program fostering limited 
price competition during this period prior to the intro- 
duction of unfixed rates if there is a desire to retain the 
commission rate increase that was the subject of our Sep- 
tember 11th release beyond April 1, 1974, and we request 
timely initiatives by the exchanges and other interested 
persons to effect this aspect of the Commission’s Septem- 
ber 11th conclusions. 


Lack of any Need for Further Reductions in the Break- 


point at which Member Firms May Negotiate Commission 


Charges 


The Commission heretofore has encouraged a program of 
phased reductions of the breakpoint above which member 
firms may competitively determine commission rate charges. 
The volume discounts effected by the several exchanges 
since 1968 at the Commission’s suggestion, as well as the 
phased introduction of competitively-determined rates on 
the portion of all stock exchange orders exceeding 
$300,000, certainly have effected necessary changes in the 
exchange-fixed commission rate structure which had 
created certain distortions in trading activities. These changes, 
however, were dispositive of a number of problems raised 
by larger firms or institutional investors. With the experi- 
ment in limited price competition that we hape all ex- 
changes will effect, other investors, not merely those with 
large orders, will have the opportunity to react to the limit- 
ed range of competitive rates this next step can provide. 
Accordingly, the Commission has concluded that it is not 
necessary to initiate an April, 1974, competitive rate break- 
point reduction to a point below $300,000. 


For the reasons discussed above, the Commission believes 
that the rate increase of limited duration, and the phasing- 
in of competitively determined rates during the transitional 
period beginning by April 1, 1974, we envision, will assist 
in achieving a market structure and commission rates that 
will better serve the interests of investors, the broker- 
dealer community, stock exchanges and the issuers whose 
securities are traded thereon. We expect, in the spirit of 
cooperation that is vital to the viability of any regulatory 
program, that your exchange, as well as the other national 
securities exchanges, will timely initiate rule changes con- 
sistent with the views expressed in this letter and in our 
release of September 11th, 1973. We look forward to work- 
ing with the NYSE and all other interested persons to 
achieve these ends. 


For the Commission, 


Ray Garrett, Jr. 
Chairman 
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1/ Securities Exchange Act Release No. 10383 (Sept. 11, 
1973). 


2/ Although the NYSE was the only national securities 
exchange which formally proposed amendments to its rules 
designed to effect increases in its schedule of commission 
rate charges on the portion of all securities orders handled 

by exchange members not exceeding $300,000, others of the 
registered securities exchanges had advised us of their in- 
tention to effect increases in their commission rate sche- 
dules comparable to those proposed by the NYSE. 


3/ See p. 1, supra. 


4/ Section 6(c) of the Securities Exchange Act, 15 U.S.C. 
78f(c), authorizes an exchange to adopt “any rule not in- 
consistent with .. .” the Act or applicable state law. And 
Section 19(b) (9) of the Act, 15 U.S.C. 78s (b) (9), author- 
izes the Commission to alter, modify or amend any existing 
exchange rules fixing commission rates. 


5/ See, e.g., the remarks of Congressman Pettengill during 
the House floor devates on the Securities Exchange Act: 


“the Commission could fix rates of commission .. . 

so low that no broker could stay in business and thus 

[the Commission could] destroy his business. . .” 
78 Cong. Rec. 8091 (1934). 


6/ See pp. 8- 16, infra. 


7/ Reference to the NYSE member firm community is 

not intended to indicate any failure to consider the circum- 
stances of the members of other registered national securi- 
ties exchanges. Indeed, the Commission has considered the 
fact that about 30 percent of all regional stock exchange 
member firms and over 80 percent of American Stock Ex- 
change member firms also are NYSE member firms and 
believes that financial data concerning the NYSE firms for 
present purposes reasonably represents the financial exper- 
ience of exchange members generally. And see note 2, 
supra. 


8/ The Exchange submission included an attempt to 
measure the degree to which inflationary forces had in- 
creased the cost of brokerage firm payrolls and other goods 
and services purchased by member firms, proposing that 
the inflationary increase in costs experienced by member 
firms exceeded 17 percent between April, 1970, and 

April, 1973. 


For example, exchange estimates of increases in the cost of 
specific items included a 19.1 percent increase in wages and 
salaries, a 55.9 percent increase in other employee benefits, 
a 15.2 percent increase in telephone and telegraph costs and 
an 8.7 percent increase in rental expenses. 


The Commission is persuaded that significant cost increases 
have in fact occurred, whether or not the effect of such 
increases can be demonstrated to be in the precise degree 
suggested by the NYSE. Such increases, of course, must be, 
and in fact have been, considered along with other factors 
in determining whether or not the anticipated results of 

the proposed rate increase would be unreasonable. 





9/ In the second quarter of 1973, the value of trading on 
the NYSE had declined to a level 18 percent below the 
level of the same period in 1972. On the AMEX, the value 
of trading had declined 62 percent over the same period. In 
the first eight months of 1973, the value of trading was 
down 13.2 percent on the NYSE and 55.9 percent on the 
AMEX from the comparable period in 1972. 


10_/ These data are based upon the unconsolidated pre-tax 
profit figures reported by such firms on their Joint Regu- 
latory Report, a monthly report the NYSE requires its 
members to file with it. Data are available on a consolidated 
basis for the years 1965 through 1972 from the annual in- 
come and expense reports filed by NYSE member firms 
carrying public customer accounts. 


11/ This includes both firms carrying public customer ac- 
counts and introducing firms. 


12/ In this context, it should be noted that Senator 
Harrison A. Williams, Jr., Chairman of the Subcommittee 
on Securities of the Senate Committee on Banking, Housing 
and Urban Affairs, in his July 27, 1973, statement sub- 
mitted to the Commission in its recent hearings on the 
NYSE’s rate proposal, suggested: 


"... that the Commission use the present public 
proceeding to establish a blueprint for totally eli- 
minating fixed brokerage rates. The Commission 
should announce a definite date for the end of price- 
fixing. The date should be sufficiently distant to allow 
the industry to adjust and plan adequately for a com- 
petitive environment, but it should be near enough to 
furnish the industry, the self-regulatory organizations 
and the Commission with the impetus to concentrate 
on and pursue measures which hold the promise of 
substantially reducing costs and improving the ef- 
fiency of broker-dealer operations. Suggestions for 
setting such a date 12 to 18 months hence, appear to 
me to be reasonable. 


“In the event the Commission adopts the approach | 
am recommending, | believe it would be entirely 
appropriate for it to consider increasing fixed rates 
during the interim period. In light of the apparently 
severe profit squeeze in the industry such a rate in- 
crease may well be appropriate in the public interest.” 


13./ The Commission is aware of the present significance 
to the exchanges and their member firms of its view that 
fixed rates be abolished. For this reason, and in order to 
aid the exchanges in the formulation of appropriate rules, 
the exchanges should be aware of the following factors 
which have influenced the Commission’s conslusion: 


(1) The Commission is concerned that the heterogen- 
eous nature of the brokerage industry militates against 
applying one fixed commission rate schedule to all ele- 
ments in the industry. 


*(2) The Commission believes that, even without fixed 
minimum commission rates, the advantages of best execu- 
tion for customer orders and the convenience and benefits, 
both to brokers and customers, of clearance and other ser- 
vices will cause trades to be brought to the exchange mar- 
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ket. In any event, however, the Commission is satisfied 
that it has the authority necessary to assure that abandon- 
ment of exchange membership is not a means to evade the 
investor protection obligations incident to exchange mem- 
bership. 


(3) The Commission has substantial doubt whether, in 
fact, small investors’ transactions are subsidized by fixed 
commission charges to institutional investors, to the extent 
this is suggested as a’ rationale for the maintenance of fixed 
rates. 


(4) The Commission is not persuaded, as some members 
of the industry apparently are, that fully competitive rates 
would result in large firms forcing smali firms out of busi- 
ness; small regionally-located firms have disagreed. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 10561/December 17, 1973 


The Securities and Exchange Commission has ordered pub- 
lic administrative proceedings under the Securities Exchange 
Act of 1934 involving Ronald G. Farrell (Farrell), formerly 
of Columbus, Ohio, and now of Atlanta, Georgia. 


The proceedings are based upon allegations of the Com- 
mission’s staff that Farrell wilfully violated and wilfully 
aided and abetted violations of the registration provision in 
the offer and sale of stock in Equity Holding Corporation 
and First Equity Corporation, and the anti-fraud provisions 
of the Federal Securities Laws in the offer and sale of stock 
of First Equity Corporation and Investment Enterprises 
Incorporated. In addition, it is alleged that Farrell aided 
and abetted a registered broker-dealer in violations of the 
net capital, reserve and custody of securities, financial 
reporting, bookkeeping, broker-dealer registration, cus- 
tomer reporting, quarterly box count, and the supervision 
provisions of the Securities Exchange Act of 1934, and 
Regulation T promulgated by the Board of Governors of 
the Federal Reserve Board. 


A hearing will be scheduled further order to take evidence 
on the staff allegations and to afford the respondent an 
opportunity to offer any defenses thereto, for the purpose 
of determining whether any action of a remedial nature 
should be ordered by the Commission. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 10562/December 18, 1973 


The Securities and Exchange Commission has issued an 
order granting the application of Armco International 
Finance Corporation ("the Company”), a wholly-owned 
subsidiary of Armco Steel Corporation (“Armco”), pur- 
suant to Section 12(h) of the Securities Exchange Act of 
1934 for an exemption from the reporting provisiors of 
Section 13 of that Act. The Company was organized by 
Armco for the principal purpose of obtaining funds for the 
capital requirements of Armco’s international operations. 
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The Company's Debentures are listed on the New York 
Stock Exchange but no trading in the Debentures has oc- 
curred. The order was granted subject to certain condi- 
tions including the filing of a Form 8-K to disclose any 
material change in the legal rights of the debenture holders 
or in the trading activity in the debentures. 

















SECURITIES EXCHANGE ACT OF 1934 
Release No. 10563/December 18, 1973 ) 


The Securities and Exchange Commission announced pur- 
suant to Sections 15(c) (5) of the Securities Exchange Act 

of 1934 ("Exchange Act”) the temporary suspension of 

the over-the-counter trading in the securities of Petroleum 
Development Corporation (PDC) for one ten-day period 
commencing 11:45 a.in. EST on December 18, 1973 and 
terminating at midnight on December 27, 1973. 


PDC is a Nevada corporation with offices located at 500 
South Palm Canyon Drive, Palm Springs, California. PDC 
primarily engages in oil and gas exploration and production 
in West Virginia, Ohio and Tennessee. 


On May 29, 1973 PDC filed a registration statement pur- 
suant to Section 12(g) of the Exchange Act seeking to 
register its 1 cent par value common stock. The registra- 
tion statement became effective by operation of law 60 
days thereafter. The suspension was ordered because 
questions have been raised concerning the value and des- 
cription of PDC’s oil and gas properties contained in its 
Form 10 and in the financial statements therein. 


The Commission cautions broker-dealers, shareholders and 
prospective purchasers that they should consider carefully 
the foregoing information along with all other currently 
available information and any information subsequently is- 
sued by the company. 


Furthermore, brokers and dealers should be alert to the } 
fact that; pursuant to Rule 15c2-11 under the Exchange 
Act, at the termination of the suspension, no quotation 
may be entered unless and until they have strictly complied - 
with all of the provisions of said rule. If any broker or 
dealer has any questions as to whether or not he has com- 
plied with said rule, he should not enter any quotation but 
immediately contact the staff of the Securities and Exchange 
Commission, Division of Enforcement in Washington, D.C. 
If any broker or dealer is uncertain as to what is required 

by Rule 15c2-11, he should refrain from entering quota- 
tions relating to the securities in question until such time 

as he has familiarized himself with said rule and is certain 
that all of its provisions have beeri met. If any broker or 
dealer enters any quotation which is in violation of said 
rule, the Commission will consider the need for prompt 
enforcement action. 








SECURITIES EXCHANGE ACT OF 1934 
Release No. 10564/December 18, 1973 
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The Securities and Exchange Commission announced pur- 
suant to Section 15(c) (5) of the Securities Exchange Act of 
1934 ("Exchange Act”) the temporary suspension of over- 
the-counter trading for a ten-day period commencing at 
11:45 a.m. (EST) on December 18, 1973 and terminating 
at midnight (EST) on December 27, 1973 of the securities 
of the following issuers which have failed to file with the 
Commission the indicated reports: 


PHOTO MAGNETIC SYSTEMS, INC., located in Chicago, 
Illinois (10-K Annuai Reports for years ended October 31, 
1971 and October 31, 1972; 10-0 Quarterly Reports for 
Quarters ended January 31, 1971; April 30, 1971; July 31, 
1971; January 31, 1972; April 30, 1972; July 31, 1972; 
January 31, 1973; April 30, 1973 and July 31, 1973). 


TELECHECK INTERNATIONAL INC., located in Hono- 
lulu, Hawaii (10-K Annual Report for year ended December 
31, 1972; 10-O Quarterly Reports for Quarters ended 
September 30, 1972; March 31, 1973; June 30, 1973 and 
September 30, 1973. 


The Commission initiated the subject suspensions because 
the subject issuers failed to comply with the reporting pro- 
visions of the Exchange Act resulting in the lack of current 
and accurate information available to the public. 


The Commission cautions broker-dealers, shareholders, and 
prospective purchasers that they should carefully consider 
the foregoing information along with all other currently 
available information and any information subsequently 
issued by the company. 


Furthermore, brokers and dealers should be alert to the fact 
that, pursuant to Rule 15c2-11 under the Exchange Act, at 
the termination of the trading suspension no quotation may 
be entered unless and until they have strictly complied with 
all of the provisions of said rule. If any broker or dealer has 
any questions as to whether or not he has complied with 
said rule, he should not enter any quotation but immediate- 
ly contact the staff of the Division of Enforcement in 
Washington, D. C. If any broker or dealer is uncertain as 

to what is required by Rule 15c2-11, he should refrain 

from entering quotations relating to the securities in ques- 
tion until such time as he has familiarized himself with said 
rule and is certain that all of its provisions have been met. 

lf any broker or dealer enters any quotation which is in 
violation of said rule, the Commission will consider the 

need for prompt enforcement action. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 10565/December 19, 1973 


Admin. Proc. File No. 3-4399 

In the Matter of 

BLYTH, EASTMAN, DILLON & CO., INC. 
One Chase Manhattan Plaza 


New York, New York 
(8-164 26) 






ALFRED B. VELOSO 
ALBERT SILBERMAN 


FINDINGS AND ORDER IMPOSING REMEDIAL SANC- 
TIONS 


In these broker-dealer proceedings under the Securities Ex- 
change Act, Biyth, Eastman Dillon & Co., Inc., (“registrant”), 
a registered broker-dealer, and Alfred B. Veloso and Albert 
Silberman, registered representatives, have submitted offers 
of settlement. Under the terms of the offers, respondents, 
solely for the purpose of these proceedings and any other 
proceedings pursuant to Sections 15(b), 15A and 19(a)(3) 
of the Exchange Act, and without admitting or denying the 
allegations in the order for proceedings, consent to certain 
findings of misconduct and to the imposition of specified 
sanctions. 


After consideration of the offers of settlement and upon 
the recommendation of its staff, the Commission deter- 
mined to accept the offers. On the basis of the offers, it is 
found that, during the period from about January 26 to 
May 1, 1973, respondents willfully violated and willfully 
aided and abetted violations of Section 17(a) of the Securi- 
ties Act and Section 10(b) of the Exchange Act and Rule 
10b-5 thereunder. Pursuant to an investment banking 
relationship with Kewanee Oil Company, registrant re- 
ceived the exclusive use of Kewanee’s preferred shareholder 
list for the purpose of assisting Kewanee in ascertaining the 
geographical concentrations of its preferred shareholders 

so that newspaper advertisements announcing the redemp- 
tion of Kewanee’s preferred stock could be more effectively 
placed. Contrary to this understanding, and without dis- 
closing its activities to Kewanee, registrant used the list to 
generate “leads” for new accounts and commission business. 


From about February 5, 1973, Veloso and Silberman tele- 
phoned Kewanee shareholders on the list to induce them 
to make hasty investment decisions to switch their invest- 
ment to securities of issuers that registrant was underwrit- 
ing and others. In this connection, and in violation of their 
obligation to deal fairly with investors, they represented 
that they were attempting to help the shareholders when 

in fact they were merely attempting to generate new ac- 
counts and commission business for themselves and regis- 
trant; failed to disclose the interest of registrant as under- 
writer in certain of the securities they were recommending; 
and failed to obtain adequate information as to the financial 
resources of the shareholders contacted. Registrant failed 
to exercise reasonable supervision over persons under its 
control with a view to preventing the above violations. 


The offers of settlement provide that respondents may be 
censured and that Veloso and Silberman may be suspended 
from association with any broker or dealer for 15 days 
after which they will be under appropriate supervision to 
assure that their violative activities do not recur. In addi- 
tion, registrant represents that it will re-examine and re- 
view its existing procedures and, if necessary, supplement 
those procedures to provide that: (1) Shareholder lists 
procured in the performance of any investment banking 
function of registrant will not be used for any purpose 
other than that prescribed by the investment banking 
cliznt. When such a list is procured a memorandum of 
instruction limiting the use of the list shall accompany the 
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copies of each list; (2) When a registered representative in- 
itially contacts a customer or prospective customer, he shall, 
unless such information is already known, seek to ascertain 
that person’s financial resources, needs and investment ob- 
jectives before any purchase or sale of a specific security is 
actually recommended. Within 60 days, registrant will sub- 
mit copies of its existing procedures and any supplement 
thereto to the Commission's Division of Enforcement. 


In view of the foregoing, it is in the public interest to impose 
the sanctions specified in the offers of settlement. 


Accordingly, 1T 1S ORDERED that Blyth, Eastman, Dillon 
& Co., Inc., Alfred B. Veloso and Albert Silberman be, and 
they hereby are, censured; and that Veloso and Silberman 
be, and they hereby are, suspended as to the date hereof 
from association with any broker or dealer for a period of 
15 days, after which they will be under appropriate super- 
vision to assure that their violative activities do not recur. 


For the Commission, by the Office of Opinions and Review, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 10566/December 19, 1973 


The Securities and Exchange Commission today announced 
that it ordered public administrative proceedings under the 
Securities Exchange Act of 1934 ("Exchange Act”) against 
Blyth, Eastman Dillon & Co., Inc. (“registrant”), a New 
York broker-dealer with its principal executive offices 
located at One Chase Manhattan Plaza, New York, New 
York, and two of its registered representatives, Alfred B. 
Veloso (“Veloso”) and Albert Silberman (“Silberman”), 
and that said proceedings were settled by the acceptance of 
the respondents’ offers of settlement. 


The proceedings were based upon allegations by the Com- 
mission's staff that, during the period from about January 
26 to May 1, 1973, the respondents willfully violated and 
willfully aided and abetted violations of Section 17(a) of the 
Securities Act of 1933 ("Securities Act”) and Section 10(b) 
of the Exchange Act and Rule 10b-5 promulgated there- 
under in connection with their activities relative to Kewanee 
Oil Company’s (“Kewanee”) redemption of its Series A 
$2.00 Cumulative Convertible Preferred Stock (“preferred 
stock”) and their use of Kewanee’s preferred shareholder 
list. 


The staff charged and the respondents, without admitting 
or denying the allegations, consented to findings as follows: 
The firm, pursuant to its investment banking relationship 
with Kewanee, received the exclusive use of Kewanee’s pre- 
ferred stockholder list ostensibly to aid that company in the 
redemption of its convertible stock. However, contrary to 
that understanding, and without disclosing its activities to 
Kewanee, the firm utilized the list in order to generate 
“leads” for new accounts and commission business. From 
on or about February 5, 1973, Veloso and Silberman used 
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the list in order to induce Kewanee shareholders to make 
hasty investment decisions and to switch their investment 
to securities of issuers that the firm was underwriting and 
others. They violated their obligation to deal fairly with 
investors by, among other things, representing that they 
were merely attempting to generate new accounts and 
commission business for themselves and the firm; failing to 
disclose the interest of the firm as underwriter in certain of 
the securities they were recommending; and failing to ob- 
tain adequate information as to the financial resources of 
the shareholders contacted. Finally, the firm failed to 
exercise reasonable supervision with a view to preventing 
the above violations. 


The offers of settlement accepted by the Commission im- 
posed a censure against the firm and the individual res- 
pondents and suspended the latter from association with 
any broker or dealer for a period of 15 days, after which 
they will be subject to appropriate supervision. In addition 
the firm will review its existing procedures and, if necessary, 
supplement them to assure that the violative conduct will 
not recur. 


For additional information see Securities Exchange Act 
Release No. 10565. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 10567/December 19, 1973 


The Securities and Exchange Commission has issued a 
notice giving interested persons until December 29 to re- 
quest a hearing on an application of the PBW Stock Ex- 
change, Inc. for unlisted trading privileges in the common 
stocks of the following companies: 


CRYSTAL OIL COMPANY 

EDGINGTON OIL COMPANY 

GTI CORPORATION 

IONICS, INCORPORATED 

SOUTHEAST BANKING CORPORATION 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 10568/December 19, 1973 


The Securities and Exchange Commission announced pur- 
suant to Section 15(c) (5) of the Securities Exchange Act 
of 1934 ("Exchange Act”) the temporary suspension of 
over-the-counter trading for a ten-day period commencing 
at 1:00 p.m. (EST) on December 19, 1973 and terminating 
at midnight (EST) on December 28, 1973 of the securities 
of the following issuers which have failed to file with the 
Commission the indicated reports: 


GO PUBLISHING COMPANY, INC., located in New York, 
New York (10-K Annual Reports for years ended February 
28, 1972 and February 28, 1973; 10-O Quarterly Reports 
for quarters ended May 31, 1971, August 31, 1971, Novem- 
ber 30, 1971, May 31, 1972, August 31, 1972, November 
30, 1972, May 31, 1973 and August 31, 1973). 
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MODULAR DYNAMICS, INC., located in Atlanta, Georgia 
(10-K Annual Report for year ended April 30, 1973; 

10-0 Quarterly Reports for quarters ended January 31, 1973, 
July 31, 1973 and October 31, 1973). 


The Commission initiated the subject suspensions because 
the subject issuers failed to comply with the reporting pro- 
visions of the Exchange Act resulting in the lack of current 
and accurate information available to the public. 


The Commission cautions broker-dealers, shareholders, and 
prospective purchasers that they should carefully consider 
the foregoing information along with all other currently 
available information and any information subsequently is- 
sued by the company. 


Furthermore, brokers and dealers should be alert to the 

fact that, pursuant to Rule 15c2-11 under the Exchange 
Act, at the termination of the trading suspension no quota- 
tion may be entered unless and until they have strictly com- 
plied with all of the provisions of said rule. If any broker 
or dealer has any questions as to whether or not he has 
complied with said rule, he should not enter any quotation 
but immediately contact the staff of the Division of En- 
forcement in Washington, D. C. If any broker or dealer is 
uncertain as to what is required by Rule 15c2-11, he should 
refrain from entering quotations relating to the securities in 
question until such time as he has familiarized himself with 
said rule and is certain that all of its provisions have been 
met. If any broker or dealer enters any quotation which is 
in violation of said rule, the Commission will consider the 
need for prompt enforcement action. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 10569/December 20, 1973 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 10570/December 20, 1973 


Admin. Proc. File No. 3-4233 
In the Matter of 


RICHARD L. FELDMAN 
Chicago, Illinois 


ORDER MODIFYING PRIOR ORDER AS TO EF— 
FECTIVE DATE OF REMEDIAL SANCTION 


In these remedial broker-dealer proceedings, the Com- 
mission heretofore accepted respondent's offer of settle- 
ment. The order doing so suspended respondent from 
association with any broker or dealer for a period of 75 
days and provided that after such period he could become 
associated with a broker-dealer in a non-supervisory capa- 
city. That order (Securities Exchange Act Release No. 
10530; November 29, 1973) decreed that the suspension 





period begin on December 10, 1973. 


Respondent now asks that the order be modified to provide 
that the suspension period began to run on November 6, 
1973. \t appears that respondent believed in good faith 
(although mistakenly) that the sanction against him became 
effective on November 6, 1973. Hence respondent’s re- 
quest for modification, in which the Commission’s staff 
joins, is found equitable and consistent with the public 
interest. 


Accordingly, 1T 1S ORDERED that the effective date of 
the Commission’s order of November 29, 1973, suspending 
Richard L. Feldman be, and it hereby is, modified to pro- 
vide that such sanction became effective on November 6, 
1973. 


For the Commission, by the Office of Opinions and Re- 
view, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 10571/December 19, 1973 


The Securities and Exchange Commission announced that 
the temporary suspension of the over-the-counter trading 
in the common stock of Triex International Corporation 
("Triex”), a Delaware corporation, with offices located in 
Miami, Florida, will terminate at midnight (EST) on De- 
cember 23, 1973. 


The Commission initiated the trading suspension on De- 
cember 15, 1972 because of the unavailability of current 
adequate and accurate information concerning the com- 
pany, its operations and financial condition, and because of 
the unusual market activity in Triex’s securities and the 
lack of information to account for this activity. 


Triex has informed the Commission that it is without funds 
to retain professional accounting personnel to prepare fin- 
ancial statements and, therefore, there is still no current, 
adequate and accurate information available concerning 
Triex. Triex also has been unable to obtain the services of 
a stock transfer agent. In addition, the Triex’s stock trans- 
fer records are inaccurate and out of date. 


Triex has further informed the Commission that its assets 
consist of various properties, Household Refrigeration Co., 
Inc., a wholly-owned subsidiary and ownership of 50% 
interest of National Tebacco Company of Honduras, which 
is in the process of being sold with the purchase price being 
the assumption of debts. Triex is unable to determine the 
value, if any, of Household Refrigeration Co., Inc. Triex, 
which is currently in litigation involving its claimed owner- 
ship of the Cambridge Group, Inc., has represented to the 
Commission that the value of properties owned by Cam- 
bridge Group does not exceed $100,000. Triex further 
represented that the value of Desert Lake Development 
Corp., with property in Oregon does not exceed $10,000. 
The value of Triex’s equity ownership of Triex Properties, 
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Inc., a wholly-owned subsidiary which filed a petition for 
reorganization under Chapter X1 of the Bankruptcy Act 
in the Federal District Court for the Southern District of 
Florida on November 9, 1973, is uncertain. While Triex 
ascribes a value of $100,000 to the properties owned by 
Triex Properties in Tennessee, the ascribed value of the pro- 
perties depends upon whether the bankruptcy court permits 
a Chapter XI reorganization of Triex Properties and restrains 
Cumberland Capital Corp., the mortgagor, from foreclosing 
on the properties. The Commission has not passed upon the 
accuracy of any information given to it by Triex. 


The Commission reminds broker-dealers of their respon- 
sibilities under the Federal securities laws in view of the 
absence at the present time of any transfer agent for Triex 
securities. In this regard, the.Commission stated in Securi- 
ties Exchange Act Release No. 8363, July 29, 1968, that 
“it would be inconsistent with applicable requirements for 
a broker-dealer to sell a security as principal for his own ac- 
count or to purchase it as broker for any other person, if 
the broker-dealer knows, or has reason to believe that it is 
difficult to obtain delivery with respect to a particular 
security because of delays in transfer...” 


The Commission cautions broker-dealers, shareholders and 
prospective purchasers that they should consider carefully 
the foregoing information along with all other currently 
available information and any information subsequently is- 
sued by the company. 


Furthermore, brokers and dealers should be alert to the fact 
that, pursuant to Rule 15c2-11 under the Exchange Act, at 
the termination of the suspension, no quotation may be 
entered unless and until they have strictly complied with all 
of the provisions of said rule. If any broker or dealer has 
any questions as to whether or not he has complied with 
said rule, he should not enter any quotation but immediate- 
ly contact the staff of the Securities and Exchange Com- 
mission, Division of Enforcement in Washington, D. C. If 
any broker or dealer is uncertain as to what is required by 
Rule 15c2-11 he should refrain from entering quotations 
relating to the securities in question until such time as he 
has familiarized himself with said rule and is certain that all 
of its provisions have been met. If any broker or dealer 
enters any quotation which is in violation of said rule, the 
Commission will consider the need for prompt enforcement 
action. 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18221/December 17, 1973 


In the Matter of 


MIDDLE SOUTH UTILITIES, INC. 
New York, New York 


ARKANSAS POWER & LIGHT COMPANY 
Little Rock, Arkansas 
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LOUISIANA POWER & LIGHT COMPANY 
New Orleans, Louisiana 


MISSISSIPPI POWER & LIGHT COMPANY 
Jackson, Mississippi 


NEW ORLEANS PUBLIC SERVICE, INC. 
New Orleans, Louisiana 


SYSTEM FUELS, INC. 
New Orleans, Louisiana 
(70-5415) 


ORDER AUTHORIZING PROPOSED LONG-TERM 
BORROWINGS BY NON-UTILITY SUBSIDIARY COM- 
PANY FROM SYSTEM UTILITY SUBSIDIARY COM- 
PANIES AND RELATED TRANSACTIONS 


System Fuels, Inc. ("SFI"), a jointly owned non-utility 
subsidiary company of Arkansas Power & Light Company 
("“AP&L”), Louisiana Power & Light Company ("LP&L”), 
Mississippi Power & Light Company ("“MP&L”), and New 
Orleans Public Service, Inc. ("NOPSI”), hereinafter collec- 
tively referred to as the “Operating Companies,” each an 
electric utility subsidiary company of Middle South Utilities, 
Inc. ("MSU"), a registered holding company, have filed an 
application-declaration and amendments thereto with this 
Commission pursuant to Sections 6(a), 7, 9(a), 10, 12(b), 
and 12(f) of the Public Utility Holding Company Act of 
1935 ("Act”) and Rules 43, 45(b) (1) and (b) (2), 50(a) 
(3), 90, and 91 promulgated thereunder regarding the 
following proposed transactions. 


In furtherance of its corporate purpose to procure, store, 
and transport fuel for the Operating Companies, SFI, as of 
August 31, 1973, had effected total aggregate borrowings 
of $40,981,000, comprised of borrowings of $25,500,000 
from the Operating Companies (HCAR 17400), 
$12,000,000 from the Hibernia National Bank in New Or- 
leans (“Hibernia”) (HCAR 17797 and 18097), and 
$3,481,000 from the First National Bank of Chicago 
(HCAR 17821). SFI states that it will require, for the 
three calendar year period from 1974 through 1976, addi- 
tional capital of approximately $173,500,000, of which 
$63,500,000 is to be allocated for fuel procurement, 
$54,000,000 for fuel storage and handling, $31,000,000 
for fuel transportation, all as hereinafter described, and 
$25,000,000 to repay, upon maturity in December 1974, 
bank loans placed or to be placed with Hibernia to finance 
fuel oil inventory. 


Pursuant to Commission Order dated December 17, 1971 
(HCAR 17400), SFI was authorized to borrow from the 
Operating Companies from time to time through December 
31, 1973, an aggregate amount not to exceed $30,000,000 
outstanding at any one time, for terms of not more than 
10 years. While SFI anticipates borrowing from banks, 
insurance companies and other non-affiliated lenders to 
finance, in part, its three year fuel supply program ("Fuel 
Program”), SFI states that it must be able to continue to 
utilize borrowings from the Operating Companies at times 
when such outside financing is unavailable. SFI con- 
sequently proposes to enter into, as of January 1, 1974, a 
loan agreement ("Agreement”) with the Operating Com- 
panies, whereby SF! would borrow from time to time 
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through December 31, 1975, and only to the extent that 
outside sources of financing were not available, an aggregate 
amount not to exceed $90,000,000 outstanding at any one 
time. This amount is exclusive of the $30,000,000 pre- 
viously authorized to be borrowed by SFI (HCAR 17400). 
Additional loan commitments from the Operating Com- 
panies, if required to complete SFI’s Fuel Program, will 

be the subject of future filings with the Commission. To the 
extent that borrowings from outside sources are made in 
lieu of borrowings from the Operating Companies, all such 
outside borrowings will be subject to prior authorization 
upon application to the Commission. 


Each of the Operating Companies will provide for each 

loan under the Agreement an amount in such proportion as 
its kwh sales for the preceding calendar year bear to the 

total kwh sales of the Operating Companies for that year, 
computed in both cases by including sales to rural electric 
cooperatives and municipalities but excluding sales to other 
public utilities. These loans will be evidenced by SFI notes 
(“Notes”) which bear interest at an annual rate, adjusted 
monthly on the first day of each month, equal to the highest 
annual rate of interest for such month borne by any short- 
term bank borrowings of the particular Operating Company 
making the loan on the last day of the preceding month, or 
ifno such bank borrowings are outstanding, the prevailing 
prime commercial rate generally charged by commercial 
banks in New York City to responsible and substantial cor- 
porate borrowers. Each Note will be prepayable in any 
amount without premium or penalty, and will mature not 
later than 25 years after its date of issue; provided, however, 
that all Notes representing each borrowing shall mature on 
the same date. 


Other proposed transactions, described more fully below, 
relate to: (a) the acquisition by SFl from AP&L, LP&L, and 
MP&L of certain bulk storage and handling facilities under 
construction together with land rights and servitudes neces- 
sary for operation, (b) the acquisition by SFI from AP&L, 
LP&L, MP&I, and NOPSI of certain land rights and servi- 
tudes on which bulk storage and handling facilities are to 
be constructed by SFI, (c) the assurance by the Operating 
Companies, or guaranty by MSU, of any contract entered 
into by SFI in the ordinary course of its fuel supply busi- 
ness, and (d) the performance of services by the Operating 
Companies for SFI at SFI facilities located in proximity to 
facilities of the Operating Companies. 


|. FUEL PROCUREMENT 


SFI states it contemplates capital requirements of 
$63,500,000 during the next three calendar years for its 
fuel procurement program. Of this three-year total, SFI 
plans to allocate: (i) $35,000,000 for exploration and ac- 
quisition of natural gas and oil reserves, principally in the 
tri-state area of Arkansas, Louisiana and Mississippi; (ii) 
$22,500,000 to finance fuel oil inventory of approximately 
7,500,000 barrels for 1974, 9,000,000 barrels for 1975 and 
10,500,000 barrels for 1976; and (iii) not in excess of 
$1,000,000 for survey and investigation charges in 1974 in 
connection with developing a fuel oil supply through new 
refinery facilities to be owned by others and in which 
neither SFI nor any of its associate system companies will 
have any interest. 






ll. FUEL STORAGE AND HANDLING FACILITIES 


In order to acquire and maintain an adequate inventory of 
fuel oil for use by the Operating Companies, SFI plans to 
acquire, through 1975, additional bulk oil storage and hand- 
ling facilities which will afford a total capacity of 
6,425,000 barrels. Facilities with a capacity of 5,425,000 
barrels will be located at points of usage and will be owned 
by SFI. The capital requirement to achieve this capacity is 
estimated to be $49,000,000, of which approximately 
$5,000,000 will be expended in 1973. This total amount 
includes the cost of improvements, to, or complete re- 
placement of, certain fuel oil unloading facilities. 


Accordingly, SFl proposes to acquire certain facilities or 
portions thereof currently owned or under construction by 
AP&L, LP&L, and MP&L, together with land rights and 
servitudes necessary for their operation. The estimated 
total cost of such facilities is $15,651,000. The purchase 
price to be paid by SFI to the respective Operating Com- 
panies will be the latters’ book cost as of the closing dates. 
It is contemplated that all closing dates will be prior to 
January 31, 1974, and that the aggregate purchase price of 
the facilities as constructed to the closing dates will be 
$14,720,000. On the closing dates the various land rights 
and servitudes necessary to operate the facilities will be ac- 
quired by SFI from the respective Operating Companies. 
It is estimated that the additional cost to be incurred by 
SFI after the closing dates for completion of construction 
or installation will be $931,000@SF| states it will finance 
the acquisition of those facilities to be completed in 1973 
from borrowings authorized by Commission Order dated 
December 17, 1971 (HCAR 17400). 


SFI also proposes to lease, or acquire servitudes for, the 
land owned by the Operating Companies upon which addi- 
tional facilities are to be constructed by SFI, and to acquire 
such additional land rights, all as may be required to operate 
such facilities. The amount of rental payments for land 
which is leased or the consideration for other land rights 
and servitudes will total $11,390 per year (computed at 

8% per year of the book cost (original cost) thereof). 


Due to the scarcity of fossil fuels (other than coal) and nu- 
clear unit delays, the MSU system anticipates adding coal- 
fired generating stations, and to that end, AP&L has pre- 
sently embarked on the construction of a coal-fired gene- 
rating station. SFI states it plans to own the coal handling 
facilities at the site and will use them in conjunction with 
other of its transportation facilities. SFI anticipates initial 
construction expenditures of $10,000,000 during 1974 
through 1976 for coal handling facilities at the AP&L station. 


Ill. FUEL TRANSPORTATION PROGRAM 


SFI anticipates total capital expenditures of $31,000,000 
during the next three calendar years for its fuel transpor- 
tation program. Of this total amount, an estimated 
$21,500,000 will be expended to purchase tugboats and 
barges capable of transporting 480,000 barrels of fuel oil 
from site to site within the MSU system or from terminal 
or refinery to system site. AP&L has contracted for coal 
in Wyoming, and SFI contemplates expenditures of not 
more than $2,000,000 for a comprehensive analysis of the 
feasibility of a coal slurry pipeline from Wyoming to 
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Arkansas, which pipeline will be owned by other and in 
which neither SFI nor any of its associate system companies 
will have any interest. 


IV. ADDITIONAL PROPOSALS 


Applicants-declarants state that certain sellers of fuel and 
equipment related thereto have refused to contract with 


SFI without some form of assurance that the Operating Com- 
panies or MSU will support SFI in its contractual obligations. 


In this respect, it is proposed that the Commission author- 
ize the Operating Companies, in connection with a trans- 
action in the ordinary course of SFI's fuel supply business 
and not involving the issuance of a security, to assure any 
party contracting with SFI that the Operating Companies 
will, in accordance with their respective shares of ownership 
of the Common stock of SFI, take such action as may be 
appropriate from time to time to keep SFI in a sound fin- 
ancial condition so that it may discharge its obligations 
under the particular contract. On the limited occasions 
where the above assurance of the Operating Companies is 
insufficient, it is proposed that MSU have the power to as- 
sure the party contracting with SFI by guaranteeing the 
performance by SFI of its obligations under such contract. 
It is stated that all guarantees to be issued by MSU, in res- 
pect of all system companies, at any one time outstanding 
shall at no time exceed an aggregate of $75,000,000, unless 
otherwise authorized by the Commission. 


SFI states that personnel employed by the Operating Com- 
panies at locations in close proximity to sites where SFI has 
located or contemplates locating various of its facilities, 
have the ability to perform all services required by SFI with 
respect to such facilities, including design, engineering, 
construction supervision, operation and maintenance. It is 
proposed that, where it is found to be more economical 
and efficient for personnel of the Operating Companies to 
perform such services for SF1, SFI be allowed to obtain 
such services, at cost, from the Operating Companies. 


SFI requests authority to file certificates of notification 
required under Rule 24 on a quarterly basis with respect to 
the progress of its Fuel Program. MSU states it will file 
certificates of notification required under Rule 24 within 
10 days in the event any aforementioned guarantee is ef- 
fected. SFI states it will also furnish, on or before De- 
cember 1, in each year, a copy of SFI’s budget and pro- 
jected cash flow statement for the next succeeding calendar 
year. 


SFI states that the proceeds to be derived from borrowings 
under the Agreement will be used to finance in part SFI's 
programs during the period 1974 through 1976 as outlined 
in Items 1 through III hereinabove and to repay the borrow- 
ings from Hibernia used to finance fuel oil inventory. 


SFI represents that, in carrying out its financing program 
for the years 1974 through 1976, it will maintain the aggre- 
gate of its capital stock, surplus, and principal amount of 
its indebtedness to the Operating Companies at an amount 
equal to at least 35% of SF I's total capitalization. 


No State or Federal commission, other than this Com- 
mission, has jurisdiction over the proposed transactions. 
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Due notice of the filing of said application-declaration, as 
amended, has been given in the manner prescribed in Rule 
23 promulgated under the Act (Holding Company Act Re- 
lease No. 18176), and no hearing has been requested of or 
ordered by the Commission. Upon the basis of the facts in 
the record, it is hereby found that the applicable standards 
of the Act and the rules thereunder are satisfied and that no 
adverse findings are necessary; and that it is appropriate in 
the public interest and in the interest of investors and con- 
sumers that said application-declaration, as amended, be 
granted and permitted to become effective: 


IT 1S ORDERED, pursuant to the applicable provisions of 
the Act and rules thereunder, that said application-decla- 
ration, as amended, be, and it hereby is, granted and per- 
mitted to become effective forthwith, subject to the terms 
and conditions prescribed in Rule 24 promulgated under the 
Act, except that the time for filing the certificates there- 
under is extended as heretofore indicated. 


For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18222/December 18, 1973 


In the Matter of 


AMERICAN NATURAL GAS COMPANY 
AMERICAN NATURAL GAS SERVICE COMPANY 
Detroit, Michigan 

(37-60) 


ORDER AUTHORIZING MODIFICATION OF AC- 
COUNTING SYSTEM PROCEDURES BY SUBSIDIARY 
SERVICE COMPANY 


American Natural Gas Service Company ("Service Com- 
pany”), a wholly-owned subsidiary service company of 
American Natural Gas Company, a registered holding com- 
pany, has filed a declaration with this Commission pursuant 
to Section 13(c) of the Public Utility Holding Company 
Act of 1935 (”Act”) and Rule 88 promulgated thereunder 
regarding the following proposed transaction. 


The declaration states that a modification of Service Com- 
pany’s accounting system is deemed necessary because of 
the increased complexity involved in its accounting services 
for system companies, due in large part to increased per- 
sonnel and to the recent transfer of gas storage acquisition 
and development activity to Service Company from Mich- 
igan Consolidated Gas Company and Michigan Wisconsin 
Pipe Line Company. 


Accordingly, Service Company now proposes to adopt an 
accounting system which will streamline the recording and 
billing of costs to serviced companies. After January 1, 
1974, it is proposed that costs will be maintained by 
department, although still billed, as at present, by type of 
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service rendered. Departmental costs will include salaries, 
employee expenses, rents, office supplies and other expenses 
of running the department. Additionally, costs will be main- 
tained for general and administrative expenses which cannot 
readily be departmentalized. 


The proposed accounting system substantially conforms with 
Service Company’s present system as set forth in its service 
agreements. It is stated, therefore, that the proposed system 
will not result in a change of total service costs, but will pro- 
vide for more efficient record-keeping and control in the 
Service Company operations. 


It is stated that no State commission and no Federal com- 
mission, other than this Commission, has jurisdiction over 
the proposed transaction. 


Due notice of the filing of said declaration has been given in 
the manner prescribed in Rule 23 promulgated under the 
Act (Holding Company Act Release No. 18173), and no 
hearing has been requested of or ordered by the Com- 
mission. Upon the basis of the facts in the record, it is 
hereby found that the applicable standards of the Act and 
the rules thereunder are satisfied and that no adverse find- 
ings are necessary; and that it is appropriate in the public 
interest and in the interest of investors and consumers that 
said declaration, as filed, be permitted to become effective: 


IT |S ORDERED, pursuant to the applicable provisions of 
the Act and rules thereunder, that said declaration, as filed, 
be, and it hereby is, permitted to become effective forth- 
with, subject to the terms and conditions prescribed in Rule 
24 promulgated under the Act. 


For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18223/December 18, 1973 


In the Matter of 


NORTHEAST UTILITIES 

WESTERN MASSACHUSETTS ELECTRIC COMPANY 
174 Brush Hill Avenue 

West Springfield, Massachusetts 01089 


THE CONNECTICUT LIGHT AND POWER COMPANY 
Selden Street 
Berlin, Connecticut 06037 


THE HARTFORD ELECTRIC LIGHT COMPANY 
176 Cumberland Avenue 

Wethersfield, Connecticut 06109 

(70-5425) 


NOTICE OF PROPOSED ISSUE AND SALE OF SHORT- 
TERM NOTES TO BANKS AND/OR COMMERCIAL 
PAPER TO DEALERS; EXCEPTION FROM COMPETI- 






TIVE BIDDING 


NOTICE IS HEREBY GIVEN that Northeast Utilities 
("NU"), a registered holding company, The Connecticut 
Light and Power Company ("“CL&P”), The Hartford Elec- 
tric Light Company ("“HELCO”), and Western Massachusetts 
Electric Company ("VWWMECO”), each a wholly-owned elec- 
tric utility subsidiary company of NU, have filed an appli- 
cation-declaration and amendment thereto with this Com- 
mission pursuant to the Public Utility Holding Company 
Act of 1935 ("Act"), designating Sections 6, 7, and 12(b) 
of the Act and Rules 45, 50(a) (2) and 50(a) (5) (B) pro- 
mulgated thereunder as applicable to the following pro- 
posed transactions. All interested persons are referred to 
the amended application-declaration, which is summarized 
below, for a complete statement of the proposed trans- 
actions. 


Applicants-declarants each propose to issue, from time to 
time until March 31, 1975, short-term notes to banks (to 
be named) and commercial paper to a dealer in commercial 
paper. The aggregate amount of all such short-term in- 
debtedness (“Notes”) at any time outstanding, whether is- 
sued to banks or to a dealer in commercial paper, will not 
exceed $150,000,000 in the case of NU, and in the cases 

of CL&P, HELCO and WMECO aggregate amounts of 
$168,000,000, $72,000,000 and $53,600,000, respectively. 
By order dated December 11, 1973 (HCAR No. 18213) 

the Commission authorized CL&P, HELCO and WMECO 
to continue, for a 5-year period, their existing authoriza- 
tions to incur short-term indebtedness in an amount up to 
but not exceeding 20% of their respective capitalizations, 
subject, however, to the requisite approval of their pre- 
ferred stockholders. In the event such approvals are not 
forthcoming, the aggregate amount of short-term unsecured 
indebtedness will not, in the cases of CL&P, HELCO and 
WMECO, exceed an amount eqyal to 10% of their res- 
pective capitalizations. 


Applicants-declarants propose to renew and extend any 
Notes so issued or to refund them with other similar Notes 
issued to banks or to dealers in commercial paper and to 
issue and sell additional short-term Notes (and to renew 
such Notes) from time to time to meet portions of their 
capital requirements; provided, however, that the aggregate 
amount of all such Notes of each applicant-declarant at any 
one time outstanding, including Notes issued both before 
and after December 31, 1973, will at no time exceed the 
amount set forth above for each applicant-declarant. 


The Notes to be issued to banks (“Bank Notes”) will each 
be dated as of the date of issue (no later than March 31, 
1975), will have maximum maturity dates of nine months 
with right of renewal, will bear interest at a rate per annum 
not in excess of the prime rate in effect at the lending bank 
on the date of issue and will be subject to prepayment at 
any time at each company’s option without premium. 


Although no formal commitments for future borrowings have 
been made, it is stated that such borrowings will be effected 
from banks as follows: 





New York Banks Non-New York Banks 





NU 5 30 
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New York Banks Non-New York Banks 





CL&P a 25 
HELCO a 10 
WMECO - 14 


In those banks (primarily the New York banks) where the 
borrowing company’s normal working balances are insuffi- 
cient to support credit lines, compensating balances ranging 
from 10% - 20% of credit lines are required. Based upon a 
9-%% prime interest rate, a 10% - 20% compensating balance 
will result in an effective cost of borrowing of 10.83% - 
12.19% per annum. 


Commercial paper will be issued and sold by each applicant- 


declarant in the form of short-term promissory notes (“Com- 


mercial Paper”) in varying denominations of not less than 
$50,000 and not more than $1,000,000, bearing varying 
maturities of not more than 270 days after date of issue, 
not subject to repayment prior to maturity. The Com- 
mercial Paper will be sold directly to dealers in commercial 
paper, (Lehman Commercial Paper, Incorporated, in the 
case of NU and WMECO, and A. G. Becker & Co., Incor- 
porated, in the case of CL&P and HELCO), at the discount 
rate per annum prevailing at the date of issuance for com- 
mercial paper of comparable quality and like maturity sold 
by public utility issuers to commercial paper dealers. No 
Commercial Paper shall be issued having a maturity of more 
than 90 days at an effective interest cost to the applicants- 
declarants which exceeds the prime commercial bank rate at 
which they could borrow from banks. No commission or 
fee will be payable in connection with issuance and sale of 
the Commercial Paper. The purchasing dealer, as principal, 
will reoffer the Commercial Paper to institutional investors 
at a discount not to exceed 1/8 of 1% per annum less than 
the prevailing discount rate available to applicants-declarants 
and in such manner as not to constitute a public offering. 
The Commercial Paper will be reoffered to not more than 
200 identified and designated commercial and institutional 
customers in a non-public list (“List”) prepared for each 
applicant-declarant in advance by the purchasing dealer, 
and furnished to the Commission either by each applicant- 
declarant or the commercial paper dealer. No additions will 
be made to this customer list. It is anticipated that the 
Commercial Paper will be held by customers to maturity, 
but if such customers desire to resell prior to maturity, the 
purchasing dealer, pursuant to a verbal repurchase agree- 
ment, will repurchase the Commercial Paper and reoffer the 
same only to others on the List. 


The funds to be derived by NU from the issuance and sale 
of the Bank Notes and the Commercial Paper will be applied 
to: (i) make capital contributions through March 31, 1975, 
to CL&P, HELCO, WMECO, and The Millstone Point Com- 
pany (“Millstone”), an electric utility subsidiary of NU, in 
amounts not to exceed $35,000,000, $20,000,000, 
$15,000,000 and $7,0C0,000, respectively; (ii) make open- 
account advances through March 31, 1975 to The Quinneh- 
tuk Company and Holyoke Water Power Company, each a 
wholly-owned subsidiary of NU, in amounts not to exceed 
$5,000,000 and $3,000,000, respectively; and (iii) supply 
funds as needed to other subsidiary companies, pursuant to 
authorization by the Commission. All capital contributions 
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to subsidiaries will be credited to their capital surplus ac- 
counts. CL&P, HELCO and WMECO will apply such con- 
tributions, together with the funds to be derived from the 
issuance and sale of their Bank Notes and Commercial Paper 
and other available funds, to finance their respective 1974- 
75 construction program estimated to be $156,000,000, 
$74,000,000 and $51,000,000 for 1974, respectively. Mill- 
stone will apply such contribution, together with other 
available funds, for nuclear fuel financing during 1974 
estimated to be $18,000,000. 


NU presently contemplates the sale of 4,000,000 shares of 
its common stock during the first half of 1974. NU pro- 
poses to apply the net proceeds of this or any other sale of 
its common stock, prior to March 31, 1975, to reduce the 
maximum amount of authorized borrowings, including 
Bank Notes and Commercial Paper, which NU may have 
outstanding at any one time. In view of the funds re- 
quired by NU to provide the capital contributions and 
Open-account advances to subsidiaries as set forth herein, 
NU contemplates the filing of a post-effective amendment 
to this application-declaration, after the sale of its common 
shares, to provide for the reinstatement of a portion, if not 
all, of the borrowing limitation proposed herein. CL&P, 
HELCO and WMECO will not necessarily apply all or any 
part of the net proceeds of any long-term financing to the 
repayment or reduction of their outstanding Bank Notes 
and Commercial Paper. It is contemplated, however, that 
any Bank Notes or Commercial Paper of NU, CL&P, 
HELCO and WMECO outstanding at March 31, 1975, will 
be repaid from internal cash resources or from the proceeds 
of long-term debt or equity financing. 


Applicants-declarants request exception from the competi- 
tive bidding requirements of Rule 50 for the proposed issue 
and sale of the Commercial Paper pursuant to paragraph (a) 
(5) (B) thereof on the grounds that it is not practicable to 
invite competitive bids for commercial paper and that cur- 
rent rates for commercial paper for prime borrowers such 
as the applicants-declarants also request authority to file 
certificates of notification under Rule 24 with respect to 
the issue and sale of Commercial Paper within 30 days 
after the end of each calendar quarter. 


It is stated that no State or Federal commission, other than. 
this Commission, has jurisdiction over the proposed trans- 
actions. There are no fees or expenses to be incurred in 
connection with the proposed transactions, except in- 
cidental services estimated at $500 in the case of each appli- 
cant-declarant to be performed at cost, by Northeast Utili- 
ties Service Company, an affiliated service company. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than January 11, 1974, request in writing 
that a hearing be held on such matter, stating the nature of 
his interest, the reasons for such request, and the issues of 
fact or law raised by said application-declaration, as amend- 
ed, which he desires to controvert; or he may request that 
he be notified if the Commission should order a hearing 
thereon. Any such request should be addressed: Secretary, 
Securities and Exchange Commission, Washington, D. C. 
20549. A copy of such request should be served personally 
or by mail (air mail if the person being served is located 
more than 500 miles from the point of mailing) upon the 
applicants-declarants at the above-stated address, and proof 
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of service (by affidavit or, in case of an attorney-at-law, by 
certificate) should be filed with the request. At-any time 
after said date, the application-declaration, as amended or 
as it may be further amended, may be granted and permitted 
to become effective as provided in Rule 23 of the General 
Rules and Regulations promulgated under the Act, or the 
Commission may grant exemption from such rules as pro- 
vided in Rules 20(a) and 100 thereof or take such other 
action as it may deem appropriate. Persons who request a 
hearing or advice as to whether a hearing is ordered will 
receive notice of further developments in this matter, in- 
cluding the date of the hearing (if ordered) and any post- 
ponements thereof. 


For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18224/December 19, 1973 


In the Matter of 


EASTERN UTILITIES ASSOCIATES 
Boston, Massachusetts 02107 


BLACKSTONE VALLEY ELECTRIC COMPANY 
Lincoln, Rhode Island 02865 


BROCKTON EDISON COMPANY 
Brockton, Massachusetts 02403 


FALL RIVER ELECTRIC LIGHT COMPANY 
Fall River, Massachusetts 02722 


MONTAUP ELECTRIC COMPANY 
Fall River, Massachusetts 02722 
(70-5352) 


SUPPLEMENTAL ORDER REGARDING PROPOSED 
INCREASE IN AUTHORIZED AMOUNT OF OPEN AC- 
COUNT ADVANCES BY HOLDING COMPANY TO SUB- 
SIDIARY. 


Eastern Utilities Associates (“EUA”), a registered holding 
company, and its four electric utility subsidiary companies, 
Blackstone Valley Electric Company (“Blackstone”), Brock- 
ton Edison Company ("Brockton"), Fall River Electric 
Light Company ("Fall River”), and Montaup Electric Com- 
pany (“Montaup”), have filed with this Commission a post- 
effective amendment to the application-declaration in this 
proceeding pursuant to Sections 6(a), 6(b), 7, 9(a), 10, 
12(b), 12(c), and 12(f) of the Public Utility Holding Com- 
pany Act of 1935 (“Act”), and Rules 43(a) and 45(a) pro- 
mulgated thereunder as applicable to the following pro- 
posed transactions. 


By order in this proceeding dated June 29, 1973 (Holding 
Company Act Release No. 18012), the Commission author- 
ized, among other things, that during the period ending 





January 2, 1974, Blackstone, Brockton, and Fali River 
could receive certain open-account advances from EUA, in 
the maximum aggregate amounts to be outstanding at any 
one time as follows: Blackstone, $22,040,000; Brockton 

$26,790,000; and Fall River, $1,700,000. 


Blackstone has retired $14,515,000 principal amount of 
First Mortgage and Collateral Trust Bonds and expects to 
redeem additional Bonds in the principal amount of 
$9,196,000. As a result of this reduction in capitalization, 
certain provisions relating to Blackstone’s outstanding pre- 
ferred stock will require that Blackstone reduce its out- 
standing bank borrowings. Blackstone also expects to re- 
quire approximately $1,280,000 to meet construction 
expenditures and other cash requirements in excess of 

cash estimated to be generated from operations through 
January 2, 1974. To obtain the necessary funds for the 
above purposes, Blackstone proposes to increase its borrow- 
ings on open account from EUA by the same amount. It 

is therefore proposed that EUA be authorized to advance 
Blackstone up to $1,800,000 in addition to the 
$22,040,000 previously authorized, bringing the total 
amount of authorized open account advances from EUA to 
Blackstone to $23,840,000. The additional amount sought 
to be authorized is the approximate amount by which anti- 
cipated cash needs of Blackstone through January 2, 1974, 
exceed its presently authorized borrowings from EUA. 


It is stated that no State commission and no Federal com- 
mission, other than this Commission, has jurisdiction over 
the proposed transaction. No fees and expenses are expected 
to be incurred in connection with the proposed transaction 
beyond those previously authorized in this proceeding by 
this Commission's order dated June 29, 1973 (Holding 
Company Act Release No. 18012) and its supplemental 
order dated September 25, 1973 (Holding Company Act 
Release No. 18103). 


Due notice of the filing of said post-effective amendment 
to the application-declaration has been given in the manner 
prescribed in Rule 23 promulgated under the Act (Holding 
Company Act Release No. 18175), and no hearing has been 
requested of or ordered by the Commission. Upon the basis 
of the facts in the record, it is hereby found that the appli- 
cable standards of the Act and the rules thereunder are 
satisfied and that no adverse findings are necessary ; and 
that it is appropriate in the public interest and in the inter- 
est of investors and consumers that said application-decla- 
ration as further amended by the said post-effective amend- 
ment be granted and permitted to become effective: 


IT 1S ORDERED, pursuant to the applicable provisions of 
the Act and rules thereunder that said application, as fur- 
ther amended by said post-effective amendment, be, and 

it hereby is, granted and permitted to become effective 
forthwith subject to the terms and conditions prescribed in 
Rule 24 promulgated under the Act. 


For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18225/December 20, 1973 


See Securities Act Release No. 5447/December 20, 1973. 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18226/December 21, 1973 


In the Matter of 


MASSACHUSETTS ELECTRIC COMPANY 
NEW ENGLAND ELECTRIC SYSTEM 
Westborough, Massachusetts 

(70-5423) 


ORDER AUTHORIZING ISSUE AND SALE OF COMMON 
STOCK TO HOLDING COMPANY 


New England Electric System (“NEES”), a registered hold- 
ing company, and Massachusetts Electric Company ("Mass 
Electric”), one of its electric utility subsidiary companies, 
have filed an application-declaration and an amendment 
thereto with this Commission pursuant to Sections 6(b), 
Q(a), 10, and 12(c) of the Public Utility Holding Company 
Act of 1935 (“Act”) and Rule 42 promulgated thereunder 
regarding the following proposed transactions. 


Mass Electric proposes to issue and sell to NEES, its sole 
common stockholder, 181,818 additional shares of common 
stock, $25 par value per share, and NEES proposes to 
acquire such shares for cash at $55 per share, or a total 
consideration of $9,999,990. Upon such issuance and sale, 
Mass Electric will have outstanding 2,398,111 shares of 
common stock of an aggregate par value of $59,952,775. 


As of November 6, 1973, Mass Electric has outstanding 
$9,950,000 of short-term notes payable to banks. The pro- 
ceeds from the issuance and sale of the additional common 
stock will be applied to the payment of then outstanding 
short-term notes payable evidencing borrowings made for 
capitalizable construction expenditures or to reimburse the 
treasury therefor. 


The proposed issuance and sale of the common stock have 
been authorized by the Massachusetts Department of Public 
Utilities. No other state commission and no federal com- 
mission, other than this Commission, has jurisdiction over 
the proposed transactions. 


Due notice of the filing of said application-declaration has 
been given in the manner prescribed in Rule 23 promul- 
gated under the Act (Holding Company Act Release No. 
18188), and no hearing has been requested of or ordered by 
the Commission. Upon the basis of the facts in the record, 
it is hereby found that the applicable standards of the Act 
and the rules thereunder are satisfied and that no adverse 
findings are necessary; and that it is appropriate in the pub- 
lic interest and in the interest of investors and consumers 
that said application-declaration, as amended, be granted 
and permitted to become effective: 


1T 1S ORDERED, pursuant to the applicable provisions of 
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the Act and rules thereunder, that said application-decla- 


ration, as amended, be, and it hereby is, granted and permit- 


ted to become effective forthwith, subject to the terms and 


conditions prescribed in Rule 24 promulgated under the Act, 


For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18227/December 20, 1973 


In the Matter of 


UTAH POWER & LIGHT COMPANY 
1407 West North Temple Street 

P.O. Box 899 

Salt Lake City, Utah 84110 
(70-5434) 


NOTICE OF PROPOSED (1) ACQUISITION OF POL- 
LUTION CONTROL FACILITIES ("VACILITIES”) BY 
REGISTERED HOLDING COMPANY (2) LEASE OF 
FACILITIES BY REGISTERED HOLDING COMPANY 
TO COUNTIES (3) SUBLEASE OF FACILITIES BY 
COUNTIES TO REGISTERED HOLDING COMPANY 
AND (4) ISSUANCE OF FIRST MORTGAGE BONDS BY 
REGISTERED HOLDING COMPANY AND PLEDGE 
THEREOF TO COUNTIES AS SECURITY FOR SUB- 
RENTALS DUE UNDER SUBLEASE OF FACILITIES. 


NOTICE IS HEREBY GIVEN, that Utah Power & Light 
Company (“Utah”), an electric utility company and a regis- 
tered holding company, has filed a declaration with this 
Commission designating sections 6(a), 7, and 12(d) of the 
Public Utility Holding Company Act of 1935 ("Act") and 
Rule 44(b) (3) promulgated thereunder as applicable to 
the proposed transactions. Utah requests exception from 
the competitive bidding requirements of Rule 50 under 
the Act. 


Utah states that to comply with federal and state pollution 
control statutes, it is necessary for Utah to construct cer- 
tain air and water pollution control facilities at its following 
steam electric generating units: (i) Huntington Unit No. 1, 
presently under construction in Emery County, Utah 
(“Huntington Unit”); (ii) Carbon Units Nos. 1 and 2, pre- 
sently in operation in Carbon County, Utah ("Carbon 
Units”), and (iii) Naughton Units Nos. 1 and 2, presently 
in operation in Lincoln County, Wyoming ("Naughton 
Units”). Utah proposes to acquire, improve, and equip the 
facilities with financing obtained from the proceeds of sale 
of pollution control revenue bonds (“revenue bonds”) 
aggregating not more than $41,000,000 to be issued by the 
counties in which the facilities are located. 


Utah proposes to enter into an Equipment Lease (“lease”) 
with Emery County, Utah, pursuant to which the county 
will undertake to issue its revenue bonds in principal 

amount not to exceed $14,000,000 and also under which 
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Utah will agree to acquire, improve and equip the facilities 
at the Huntington Unit, using the proceeds from the sale of 
the revenue bonds to finance the project. Emery County 
will issue its revenue bonds under an indenture of trust pro- 
viding that the revenue bonds will mature 30 years from is- 
suance and will bear interest payable on a semi-annual basis 
Proceeds from the sale of the revenue bonds will be depo- 
sited with a trustee (“trustee”) into a bond fund (“bond 
fund”) created under that indenture. The revenue bonds 

are not transferrable by the trustee except to a successor 
trustee. The lease will provide that Utah will lease the facili 
ties to the county for a term equal to the last maturity of 
the revenue plus one day for a rental equal to the proceeds 
from the sale of the revenue bonds (except any accrued 
interest and premium). The lease will also provide for the 
payment of rentals in reimbursement of Utah’s cost of ac- 
quiring the facilities out of the revenue bond proceeds 
deposited with the trustee. Should the funds be insufficient 
to pay all of the cost of acquisition of the facilities, the 

lease will require Utah to pay any additional cost. 


Utah will also enter into a sublease with Emery County, 
Utah, pursuant to which the county will sublease the facili- 
ties back to Utah for a term equal to the last maturity of 
the revenue bonds and at a subrental which will be sufficient 
to pay the principal, interest and any premium on the 
revenue bonds as such payments become due. All sub- 
rentals will be assigned and paid directly to the trustee and 
will be deposited in the bond fund. For financial and ac- 
counting purposes, Utah’s obligation under the sublease to 
pay the principal amount of the revenue bonds will be capi- 
talized by Utah. 


The sublease provides that Utah may prepay subrentals to 
effect redemption of some or all of the revenue bonds as 
follows: Utah may prepay subrentals (a) in whole or in 
part, at any time on or after ten years from the date of is- 
suance of the bonds, and (b) in whole at the option of Utah, 
in certain other specified contingencies. Utah must prepay 
subrentals if because of changes in law, the sublease be- 
comes void, unenforceable or impossible of performance. 
Prepaid rentals in the case of prepayment under (a) above 
will include applicable redemption premiums on the bonds 
as required by the indenture. Prepayment of rentals in 
other cases will not include such premium. 


Utah states that it has been advised that the revenue bonds 
will enjoy a rating equivalent to the rating of Utah's First 
Mortgage Bonds if Utah pledges a new series of its First 
Mortgage Bonds ("pledged bonds”) with the trustee in 
principal amount equal to the principal amount of the 
revenue bonds. The pledged bonds will be security for the 
payment of principal of and interest on the revenue bonds. 
Utah proposes to issue the pledged bonds pursuant to a 
Twenty-first Supplemental Indenture (“Supplemental In- 
denture”) to its Mortgage and Deed of Trust, dated as of 
December 1, 1943. Utah will also enter into a pledge 
agreement with the trustee, pursuant to which Utah will 
pledge the pledged bonds; the pledge agreement provides, 


among other things, that the pledged bonds will not be trans- 


ferrable except to a successor trustee. 


The Supplemental Indenture will provide that Utah will re- 
deem the pledged bonds upon occurance of an event of de- 
fault under the indenture and upon the acceleration of 









principal amount of the revenue bonds then outstanding. 
The pledged bonds will have a 30 year maturity and will 
bear interest at the same rate as the revenue bonds, but 
Utah's obligations to make any principal and interest pay- 
ments on the pledged bonds shall be satisfied to the extent 
that there shall be available funds in the bond fund under 
the indenture. 


The pledge agreement further provides that upon deposit 
with or direction to the trustee by Utah of funds sufficient 
to pay or redeem all or any part of the revenue bonds, or 
upon delivery of outstanding revenue bonds to the trustee 
for Utah’s account, the trustee will be obligated to surrender 
to Utah for cancellation pledged bonds in principal amount 
equal to the principal amount of revenue bonds for the 
payment of which such funds shall have been deposited or 
applied or which shall have been delivered. 


Utah proposes to enter arrangements with Carbon County, 
Utah, and Lincoln County, Wyoming, substantially identical 
to those described between Utah and Emery County, Utah. 
The arrangements will provide that Carbon County, Utah 
will issue and sell its revenue bonds in principal amount 

not to exceed $11,000,000 and that Lincoln County, 
Wyoming will issue and sell its revenue bonds in principal 
amount not to exceed $16,000,000. It is contemplated that 
each county will make cash payments to mandatory cash 
sinking funds beginning in the 15th year the revenue bonds 
are Outstanding. Between the 15th year and the final 
maturity of the bonds, sinking fund payments will be made 
in a total amount sufficient to cover 25% of the principal 
amount of revenue bonds outstanding. 


It is stated that the rights of the counties under their re- 
spective leases and subleases are subordinate to the rights 
of the holders of Utah’s First Mortgage Bonds. 


Utah states that it is anticipated that each county will sell 
its revenue bonds pursuant to arrangements with a group of 
underwriters represented by Blyth Eastman Dillon & Co., 
Incorporated; Goldman, Sachs & Co. and Burrows, Smith, 
and Company. The interest rate to be borne by the bonds 
will be fixed by the Board of County Commissioners of 
the respective county. While Utah will not be a party to 
the underwriting arrangements for the revenue bonds, it is 
stated that the agreements between the underwriters and 
each county will not be entered into unless the terms of 
such bonds and their sale shall be satisfactory to Utah. 


Utah states that it has been advised that issuance of the re- 
venue bonds by the counties is contingent upon receipt of 
an opinion of counsel stating that the interest payable on 
the revenue bonds will be exempt from federal income 
taxation. Utah also states that it has been advised that the 
annual interest rates on obligations, interest on which is 
exempt from federal income taxation, historically have 
been, and can be expected at the time of issue of the 
revenue bonds to be, 142% to 22% lower than the rates of 
obligations of like tenor and comparable quality, interest 
on which is fully subject to federal income tax. 


The fees and expenses in connection with the proposed let- 
ting and subletting of the pollution control facilities and 
issuance and pledge of the pledged bonds (excluding fees 
and expenses to be incurred by the sales of the revenue 
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bonds by the counties payable out of the proceeds of such 
sales) are estimated to be $80,000, including legal fees of 
$40,000 and trustee fees of $14,500. It is stated that the 
Public Service Commission of Wyoming and the Idaho 
Public Utilities Commission have jurisdiction over the is- 
suance of Utah’s First Mortgage Bonds to be pledged in the 
proposed transaction and that no other state commission 


and no federal commission, other than this Commission, has 


jurisdiction over the proposed transactions. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than January 10, 1974, request in writing 
that a hearing be held on such matter stating the nature of 
his interest, the reasons for such request, and the issues of 
fact or law raised by the declaration which he desires to 
controvert; or he may request that he be notified if the 
Commission should order a hearing thereon. Any such 
request should be addressed: Secretary, Securities and 
Exchange Commission, Washington, D. C. 20549. A copy 
of such request should be served personally or by mail (air 
mail if the person being served is located more than 500 
miles from the point of mailing) upon the deciarant at the 
above-stated address, and proof of service (by affidavit or, 
in case of an attorney-at-law, by certificate) should be filed 
with the request. At any time after said date, the decla- 
ration, as it may be amended, may be permitted to become 
effective as provided in Rule 23 of the General Rules and 
Regulations promulgated under the Act, or the Commission 
may grant exemption from such rules as provided in Rules 
20(a) and 100 thereof or take such other action as it may 
deem appropriate. Persons who request a hearing or advice 
as to whether a hearing is ordered will receive notice of 
further developments in this matter, including the date of 
the hearing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18228/December 19, 1973 


In the Matter of 


ALABAMA POWER COMPANY 
ALABAMA PROPERTY COMPANY 
Birmingham, Alabama 

(70-5424) 


ORDER AUTHORIZING CAPITAL CONTRIBUTIONS 
TO WHOLLY-OWNED NON-UTILITY SUBSIDIARY 


Alabama Power Company ("Alabama”), an electric utility 
subsidiary of The Southern Company, a registered holding 
company, and Alabama Property Company (“APCO”), a 
non-utility subsidiary of Alabama, have filed a declaration 
with the Commission pursuant to Section 12 of the Public 
Utility Holding Company Act of 1935 (“Act”) and Rule 
45 promulgated thereunder regarding the following pro- 
posed transaction. 
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Declarants state that APCO requires additional working 
capital to continue to acquire and hold real property for 
future use by Alabama. APCO’s working capital has gener- 
ally consisted of periodic cash advances from Alabama not 
exceeding an aggregate of $50,000 annually. Accordingly, 
Alabama proposes to make capital contributions to APCO, 
from time to time prior to or on December 31, 1975, in an 
aggregate amount of $300,000. 


Alabama and APCO request authority to file certificates of 
notification pursuant to Rule 24 on a quarterly basis. 


No State or Federal commission, other than this Com- 
mission, has jurisdiction over the proposed transaction. 


Due notice of the filing of said declaration has been given 
in the manner prescribed in Rule 23 promulgated under the 
Act (Holding Company Act Release No. 18183), and no 
hearing has been requested of or ordered by the Com- 
mission. Upon the basis of the facts in the record, it is here- 
by found that the applicable standards of the Act and the 
rules thereunder are satisfied and that no adverse findings 
are necessary; and that it is appropriate in the public inter- 
est and in the interest of investors and consumers that said 
declaration be permitted to become effective: 


IT 1S ORDERED, pursuant to the applicable provisions of 
the Act and rules thereunder, that said declaration, be, and 
it hereby is, permitted to become effective forthwith, sub- 
ject to the terms and conditions prescribed in Rule 24 pro- 
mulgated under the Act, except that the time for filing the 
certificates thereunder is extended as heretofore indicated. 


For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18229/December 21, 1973 


In the Matter of 


AMERICAN NATURAL GAS COMPANY 
New York, New York 


MICHIGAN WISCONSIN PIPE LINE COMPANY 
MICHIGAN CONSOLIDATED GAS COMPANY 
Detroit, Michigan 

(70-5273) 


ORDER AUTHORIZING POST-EFFECTIVE AMEND- 
MENT REGARDING EXTENSION OF MATURITY 
DATE OF LINE OF CREDIT AND OF TIME WITHIN 
WHICH NOTES MAY BE ISSUED AND SOLD THERE- 
UNDER 


American Natural Gas Company (“American Natural”), a 
registered holding company, and its subsidiary companies, 
Michigan Consolidated Gas Company ("Michigan Con- 
solidated”) and Michigan Wisconsin Pipe Line Company 
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("Michigan Wisconsin”), have filed a post-effective amend- 
ment to their previously amended application-declaration 
with this Commission pursuant to Sections 6, 7, 9, 10, and 
12(b) of the Public Utility Holding Company Act of 1935 
("Act") and Rule 45 promulgated thereunder regarding 
the proposed transactions. 


By Order dated December 22, 1972 (HCAR No. 17822), 
the Commission authorized American Natural to issue and 
sell its short-term notes from time to time until July 1, 1974, 
up to a maximum of $40,000,000 outstanding at any one 
time, to the Institutional Investment Division of First 
National City Bank, New York, New York ("Investment 
Division”), and to loan such funds first to Michigan Wis- 
consin and any available balance (within the $40,000,000 
aggregate maximum) to Michigan Consolidated, in return 
for their nates, on the same terms, conditions and maturi- 
ties as American Natural obtains the funds. 


Michigan Wisconsin, in order to assure the availability of 
funds to make any required repayments under the above 
arrangement, obtained a $20,000,000 line of credit through 
January 1, 1974, from the Commercial Division of First 
National City Bank. Borrowings thereunder would be 
evidenced by notes ("Notes") to mature no later than the 
expiration date of the line of credit, and would bear inter- 
est at the prevailing prime rate of First National City Bank 
in effect at the date of issuance and adjusted to the prime 
rate effective with any change in said rate. Interest is pay- 
able every 90 days, and the Notes may be prepaid at any 
time without penalty. In connection with this line of 
credit, Michigan Wisconsin must maintain compensating 
balances with First National City Bank. Translated into 
terms of American Natural’s cost of borrowings from In- 
vestment Division, these compensating balances would 

have the effect of increasing such cost of borrowings by 
approximately 1 - %% above the current rate. Michigan 
Wisconsin states that it has to date been able to utilize 
internal funds to repay borrowings from American Natural. 


Michigan Wisconsin now proposes to borrow up to a maxi- 
mum of $20,000,000 outstanding at any one time under a 
line of credit in effect to July 31, 1974, on the same terms 
and conditions as the prior line of credit. In all other re- 
spects the transactions heretofore authorized and de- 
scribed in the above mentioned Commission Order remain 
unchanged. 


Applicants-declarants propose to continue to report all 
borrowings and repayments on a quarterly basis to the Com- 
mission. 


No State commission and no Federal commission, other 
than this Commission, has jurisdiction over the proposed 
transactions. 


Due notice of the filing of said post-effective amendment to 
the amended application-declaration has been given in the 
manner prescribed in Rule 23 promulgated under the Act 
(Holding Company Act Release No. 18186), and no hear- 

ing has been requested of or ordered by the Commission. 
Upon the basis of the facts in the record, it is hereby found 
that the applicable standards of the Act and the rules there- 
under are satisfied and that no adverse findings are necessary; 
and that it is appropriate in the public interest and in the 









interest of investors and consumers that said amended 
application-declaration, as further amended by said post- 
effective amendment, be granted and permitted to become 
effective: 


IT 1S ORDERED, pursuant to the applicable provisions of 
the Act and rules thereunder, that said amended application- 
declaration, as further amended by said post-effective 
amendment, be, and it hereby is, granted and permitted to 
become effective as of December 24, 1973, subject to the 
terms and conditions prescribed in Rule 24 promulgated 
under the Act, except that the time for filing the certificates 
thereunder is extended as heretofore indicated. 


For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 8140/December 17, 1973 


In the Matter of 


STANDARD & POOR’S/INTERCAPITAL 
INCOME SECURITIES, INC. 

1775 Broadway ; 

New York, New York 10019 

(812-3535) 


ORDER PURSUANT TO SECTION 6(c) GRANTING 
EXEMPTION FROM SECTION 2(a) (19) 


Standard & Poor’s/Intercapital Income Securities ("Appli- 
cant”), a closed-end, diversified management investment 
company registered under the Investment Company Act 
of 1940 ("Act") has filed an application for an order of 
the Commission pursuant to Section 6(c) of the Act de- 
claring that John J. Scanlon (“Scanlon”), a director of 
Applicant, shall not be deemed an “interested person” of 
the Fund within the meaning of Section 2(a) (19) of the 
Act solely by reason of his status as a director of USLIFE 
Corporation. 


On November 14, 1973, a notice (Investment Company 
Act Release No. 8086) was issued of the filing of said appli- 
cation. The notice gave interested persons an opportunity 
to request a hearing and stated that an order disposing of 
the application might be issued upon the basis of the in- 
formation stated therein unless a hearing should be ordered. 
No request for a hearing has been filed and the Com- 
mission has not ordered a hearing. 


The matter has been considered and it is found that the 
granting of the requested exemption is appropriate in the 
public interest and consistent with the protection of in- 
vestors and the purposes fairly intended by the policy and 
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provisions of the Act. 


IT 1S ORDERED pursuant to Section 6(c) of the Act, that 
the application for exemption from the provisions of Sec- 
tion 2(a) (19) of the Act be, and it is hereby, granted , ef- 
fective forthwith. 


For the Commission, by the Division of Investment Manage- 
ment Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8141/December 20, 1973 


In the Matter of 


NATIONAL TAX-EXEMPT BOND TRUST, 
SERIES 1 (AND SUBSEQUENT SERIES), TAX- 
EXEMPT BOND TRUSTS INCORPORATED 
235 Montgomery Street 

San Francisco, California 94104 

(812-3544) 


NOTICE OF FILING APPLICATION PURSUANT TO 
SECTION 6(c) OF THE ACT FOR AN ORDER OF 
EXEMPTION FROM THE PROVISIONS OF SECTION 
14(a) OF THE ACT AND FROM THE PROVISIONS OF 
RULES 19b-1 AND 22c-1 THEREUNDER 


NOTICE IS HEREBY GIVEN that National Tax-Emempt 
Bond Trust, Series | ("Fund"), a unit investment trust regis- 
tered under the Investment Company Act of 1940 (“Act”), 
and its sponsor, Tax-Exempt Bond Trusts Incorporated 
(“Sponsor”), (hereinafter the Sponsor and the Fund are 
collectively referred to as “Applicants”) have filed an appli- 
cation pursuant to Section 6(c) of the Act for an order of 
the Commission exempting the Fund (and subsequent ser- 
ies) from compliance with the provisions of Section 14(a) 
of the Act and exempting frequency of the capital gains 
distributions of the Fund and the secondary market oper- 
ations of the Sponsor from the provisions of Rule 19b-1 
and Rule 22c-1, respectively, under the Act. All interested 
persons are referred to the application on file with the Com- 
mission for a statement of the representations therein, 
which are summarized below. 


ORGANIZATION OF THE FUND 


The exemptive order under Section 6(c) of the Act is re- 
quested for the Fund and subsequent national and state 
series sponsored or co-sponsored by the Sponsor (collec- 
tively, the “Series”). The Fund will be governed by a trust 
agreement (the “Trust Agreement”) under which the 
Sponsor will act as such, Title Insurance and Trust Com- 
pany will act as Trustee and Standard & Poor's Corporation 
will act as Evaluator. Pursuant to the Agreement, the 
Sponsor will deposit with the Trustee $10,000,000 principal 
amount of bonds (the “Bonds”) which the Sponsor shall 
have accumulated for such purpose. Simultaneously with 
such deposit the Trustee will deliver to the Sponsor regis- 
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tered certificates for 10,000 Units, which will represent the 
entire ownership of the Fund. These Units are in turn to 
be offered for sale by the Sponsor to dealers for resale to 
the public. 


Applicants state that the Bonds will not be pledged or be in 
any other way subjected to any debt at any time after the 
Bonds are deposited with the Trustee. All of the Bonds will 
be tax free municipal bonds. The Sponsor has been ac- 
cumulating the Bonds for the purpose of deposit in the 
Fund and will follow a similar procedure of accumulating 
the bonds for each future Series. 


The assets of the Fund will consist of the Bonds, such 
bonds as may continue to be held from time to time in 
exchange for or substitution of any of the Bonds upon 
certain refunding, accrued and undistributed interest and 
undistributed cash. Certain of the Bonds may from time to 
time be sold under the circumstances set forth in the Trust 
Agreement or may be redeemed or may mature in ac- 
cordance with their terms. The proceeds from such dis- 
positions will be distributed to the holders of Units of the 
Fund (“Certificateholders”) and not reinvested. There is 
no provision in the Trust Agreement for the sale and re- 
investment of the Bonds, and such activity has not and will 
not take place. 


Each Unit of the Fund will represent a fractional undivided 
interest, the numerator of the fractional interest repre- 
sented will be 1 and the denominator will be the number of 
Units issued and outstanding. Units are redeemable, and 
in the event that any Units are redeemed, the fractional 
undivided interest represented by each Unit increased ac- 
cordingly. Units will remain outstanding until redeemed 
or until the termination of the Tryst Agreement. The 
Trust Agreement may be terminated by 100% agreement of 
the Certificateholders, or, in the event that the value of 
the Bonds shall fall below an amount specified, either upon 
direction of the Sponsor to the Trustee or by the Trustee 
without such direction, respectively. There is no provision 
in the Trust Agreement for the issuance of any units after 
the initial issuance and such activity will not take place (ex- 
cept to the extent that the secondary trading by the Spon- 
sor in the Units is deemed the issuance of Units under the 
Act). 


Following the deposit of Bonds by the Sponsor with the 
Trustee, and following the declaration of effectiveness of 
the Fund’s registration statement under the Securities Act 
of 1933 and clearance by the securities authorities of the 
various States, the Sponsor will offer the Units of the 
Fund to dealers for resale to the public at the public offer- 
ing price set forth in the Prospectus, plus accrued interest. 


In the opinion of counsel, the Fund is not an association 
taxable as a corporation under the Internal Revenue Code 
of 1954, and interest on the Bonds which is exempt from 
Federal income tax under the Internal Revenue Code of 
1954 when received by the Fund will retain its status as 
tax-exempt interest when distributed to the Certificate- 
holders. 


The Sponsor, while under no obligation to do so, intends 
to maintain a market for Units of the Fund and to offer to 
purchase such Units at prices based on the most recent 














evaluation by the Evaluator, which prices will be based upon 


the mean between the aggregate offering and bid prices of 
the underlying Bonds. 


The organization, operation and marketing of units of each 
subsequent Series will be substantially the same as with 
respect to the Fund, except that the principal amount of 
bonds deposited (and therefore the number of units issued), 
the trustee, evaluator and the respective fees thereof, will 

or may vary; there may be depositors in addition to the 
Sponsor; and the offerings may be effected through an 
underwriting group. 


EXEMPTIONS REQUESTED PURSUANT TO SECTION 
6(c) OF THE ACT 


Section 14(a) 


Section 14(a) of the Act requires that a registered invest- 
ment company (a) have a net worth of at least $100,000 
prior to making a public offering of its securities, (b) have 
previously made a public offering and at that time have had 
anet worth of $100,000, or (c) have made arrangements 
for at least $100,000 to be paid in by 25 or fewer persons 
before acceptance of public subscriptions. 


Applicants seek an exemption from the provisions of Sec- 
tion 14(a) in order that they may make a public offering of 
Units of the Fund and subsequent Series as described above. 
In connection with the requested exemption from Section 
14(a), the Sponsor has agreed (i) to refund on demand and 
without deduction the sales load to purchasers of units of 

a Series, if within 90 days after the registration of a Series 
under the Securities Act of 1933 becomes effective, the 

net worth of that Series shall be reduced to less than 
$100,000 or if the Series is terminated; (ii) to instruct the 
trustee on the date the bonds are deposited in each Series 
that if the Series shall at any time have a net worth of less 
than 20% of the principal amount of bonds originally 
deposited, as a result of redemption of units of the Series 
constituting a part of the unsold units acquired by the 
depositor(s) (or if there is an underwriting account, by the 
underwriting account), the trustee shall terminate the Ser- 
ies in the manner provided in the governing trust agreement 
and distribute any bonds or other assets deposited with the 
trustee pursuant to the trust agreement as provided therein; 
and (iii) in event of termination for the reasons described 

in (ii) above to refund any sales load to any purchaser of 
units of any Series purchased from the Sponsor or any 
dealer participating in the underwriting on demand and 
without any deduction. 


Rule 19b-1 


Rule 19b-1 under the Act provides in substance that no 
registered investment company which is a “regulated invest- 
ment company” as defined in Section 851 of the Internal 
Revenue Code shall distribute more than one capital gain 
dividend in any one taxable year. 


Applicants propose to make distributions of principal and 
interest to Certificateholders of a Series semi-annually. 
Distributions of principal constituting capital gains to Certi- 
ficateholders may arise in two instances: (1) if an issuing 
authority calls or redeems an issue held in the portfolio, the 


sums received by the Series will be distributed to Certi- 





ficateholders on the next distribution date; and (2) if units 
are redeemed and bonds from the portfolio are sold to 
provide the funds necessary for such redemption each 
Certificateholder will receive his pro rata portion of the 
proceeds from the bonds sold. In such instances, a 
Certificateholder may receive in his distribution funds 
which constitute capital gains since in some cases the value 
of the portfolio bonds redeemed or sold may have in- 
creased since the date of initial deposit. 


Paragraph (b) of Rule 19b-1 provides that a unit investment 
trust may distribute capital gain dividends received from a 
“regulated investment company” within a reasonable time 
after receipt. Applicants state that the purpose behind 
such provision is to avoid forcing unit investment trusts to 
accumulate valid distributions received throughout the 

year and distribute them only at year end. Applicants fur- 
ther allege that their situation places them squarely within 
the purpose of such provision. However, in order to com- 
ply with the literal requirements of the Rule, a Series 
would be forced to hold any monies which would constitute 
capital gains upon distribution until the end of its taxable 
year. Applicants contend that such a practice would clearly 
be to the detriment of the Certificateholders. 


In support of the requested exemption, the application 
states that the dangers against which Rule 19b-1 is intended 
to guard do not exist in Applicants’ situation since they 
have no control over events which might trigger capital 
gains, i.e., the tendering of Units for redemption and the 
prepayment of portfolio bonds by the issuing authorities. 
In addition, it is alleged that the amounts involved in a 
normal distribution of principal are relatively small in 
comparison to the normal interest distribution, and such 
distributions are clearly indicated in accompanying reports 
to Certificateholders as a return of principal. 


Rule 22c-1 


Rule 22c-1 under the Act provides, in pertinent part, that 
no registered investment company issuing any redeemable 
security shall sell, redeem or repurchase any such security 
except at a price based on the current net asset value of 
such security which is next computed after receipt of a 
tender of such security for redemption or of an order to 
purchase or sell such security. 


Applicants seek an order exempting the secondary market 
operations of the Sponsor from the provisions of Rule 
22c-1 under the Act. Applicants assert that the pricing by 
the Sponsor in the secondary market will in no way affect 
the assets of a Series, and that the public Certificateholders 
will benefit from such pricing procedure by receiving a 
normally higher repurchase price for their units without 
the cost burden of daily evaluations of the unit redemption 
value. In addition, the application states that Sponsor has 
undertaken to adopt a procedure whereby the Evaluator, 
without a formal evaluation, will provide estimated evalu- 
ations on trading days. In the case of a repurchase, if the 
Evaluator cannot state that the previous Friday’s price is at 
least equal to the current bid price, the Sponsor will order 
a full evaluation. Sponsor has agreed that, in case of the 
resale of Units in the secondary market, if the Evaluator 
cannot state that the previous Friday’s offering side evalu- 
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ation is not more than one-half point ($5.00 on a unit 
representing $1,000.00 principal amount of underlying 
bonds) greater than the current offering price, a full evalu- 
ation will be ordered. 


Section 6(c) of the Act provides, in part, that the Com- 
mission may conditionally or unconditionally exempt any 
person, security, or transaction, or any class or classes of 
persons, securities, or transactions from any provisions of 
the Act or of any rule or regulation under the Act, if and to 
the extent such exemption is necessary or appropriate in 
the public interest and consistent with the protection of 
investors and the purposes fairly intended by the policy and 
provision of the Act. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than January 9, 1974, at 5:30 p.m., submit 
to the Commission in writing a request for a hearing on the 
matter accompanied by a statement as to the nature of 

his interest, the reason for such request and the issues, if 
any, of fact or law proposed to be controverted, or he may 
request that he be notified if the Commission orders a hear- 
ing thereon. Any such communication should be addressed: 
Secretary, Securities and Exchange Commission, Washing- 
ton, D. C. 20549. A copy of such request shall be served 
personally or by mail (air mail if the person being served is 
located more than 500 miles from the point of mailing) 
upon Applicants at the address stated above. Proof of 

such service by affidavit (or in case of an attorney-at-law 

by certificate) shall be filed contemporaneously with the 
request. At any time after said date, as provided by Rule 
O-5 of the Rules and Regulations promulgated under the Act, 
an order disposing of the application herein will be issued as 
of course following said date unless the Commission there- 
after orders a hearing upon request or upon the Com- 
mission’s own motion. Persons who request a hearing or 
advice as to whether a hearing is ordered, will receive notice 
of further developments in the matter, including the date 

of hearing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Investment Manage- 
ment Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8142/December 20, 1973 


In the Matter of 


DUPONT WALSTON INCORPORATED 
77 Water Street 

New York, New York 10005 

(812-3548) 


NOTICE OF FILING OF APPLICATION PURSUANT TO 
SECTION 6(c) FOR AN ORDER OF EXEMPTION FROM 
SECTION 30(f) 


NOTICE IS HEREBY GIVEN that DuPont Walston Incor- 
porated ("Applicant”), a registered broker-dealer, in con- 
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nection with a proposed public offering of up to 
2,750,000 common shares (“shares”) of Charter Investment 
Company Incorporated (“Company”), a newly registered, 
closed-end, diversified management investment company, 
has filed an Application pursuant to Section 6(c) of the 
Investment Company Act of 1940 (“Act”) for an order 
exempting certain transactions from Section 30(f) of the 
Act to the extent that such Section adopts Section 16 of 
the Securities Exchange Act of 1934 (“Exchange Act”). 
All interested persons are referred to the Application on 
file with the Commission for a statement of the representa- 
tions therein, which are summarized below. 


Applicant is the prospective representative (”Representa- 
tive”) of a group of underwriters (“Underwriters”) to be 
formed in connection with the proposed public offering. 
Applicant contemplates that each Underwriter, including 
the Representative, will execute an Agreement Among 
Underwriters and that the Representative, acting both for 
itself and as Representative of the several Underwriters, will 
execute an Underwriting Agreement with the Company 
and Charter Investment Management Company, the Com- 
pany’s investment adviser (“Adviser”) and The Charter 
Company, the Adviser’s parent. 


The Application also states that on November 15, 1973, the 
Company filed with the Commission a Registration State- 


ment on Form S-4 under the Securities Act of 1933 (”"Regis- 


tration Statement”) covering the shares. The proposed 
public offering price of the shares is $20.00 per share with 
underwriting discounts of $1.75 per share. 


Applicant also states that it is possible that the Underwri- 
ting Commitment of any one or more of the Underwriters, 
including the Representative, will exceed 10% of the aggre- 
gate number of shares of the Company’s common shares. 
Since Section 30(f) of the Act subjects every person who 
is directly or indirectly the beneficial owner of more than 
10% of any class of outstanding securities of the Company 
to the same duties and liabilities as those imposed by Sec- 
tion 16 of the Exchange Act, such Underwriter or Under- 
writers would become subject to the filing requirements of 
Section 16(a) of the Exchange Act and upon resale of the 
shares purchased by them to their customers, subject to the 


obligations imposed by Section 16(b) of the Exchange Act. . 


Rule 16b-2 under the Exchange Act exempts certain under- 
writers from the operation of Section 16(b). Applicant 
states that the purpose of the purchase of the shares by the 
Underwriters will be for resale in connection with a distri- 
bution of a substantial block of securities within the pur- 
pose and spirit of Rule 16b-2. 


Applicant further states that although it is anticipated that 
the requirements of Rule 16b-2(a) (1) and (2) will be met, 
one or more of the Underwriters, through their participa- 
tion in the distribution of the shares, may not be entitled 
to rely upon Rule 16b-2 to exempt them from Section 16 
(b) of the Exchange Act. The requirements of Rule 16b-2 
(a) (3) that the aggregate participation of Underwriters not 
within the purview of Section 16(b) of the Exchange Act 
be at least equal to the participation of Underwriters 
exempted therefrom under Rule 16b-2 may not be met 
because it is expected that Applicant, either alone or to- 
gether with one or more of the Underwriters who will be 
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obligated to purchase more than 10% of the aggregate 
number of shares of the Company’s common shares to be 
outstanding after the closing, will distribute more than 50% 
of the aggregate number of shares. Even assuming, con- 
trary to present expectations, that the Underwriting Com- 
mitments of such Underwriters were initially to involve less 
than 50% of the aggregate number of shares, such Under- 
writers could become obligated to purchase additional 
shares as a consequence of defaults by other Underwriters 
who do not purchase their respective Underwriting Com- 
mitments, thereby increasing their aggregate participation 
to more than 50% of the shares. Such a distribution would 
not meet the requirements of Rule 16b-2(a) (3). 


In addition to purchases of shares from the Company and 
sales of shares to customers, there may be the usual trans- 
actions of purchase or sale incident to a distribution such as 
stabilizing purchases, purchases to cover over-allotments or 
other short positions created in connection with such distri- 
bution, and sales of shares purchased in stabilization. 


Applicant states that there is no inside information in ex- 
istence since the Company, prior to the initial distribution 
of the shares, will have no assets other than cash and certain 
contract rights described in the preliminary prospectus, or 
business of any sort, and all material facts with respect to 
the Company will be set forth in the prospectuses pursuant 
to which the shares will be offered and sold. No director or 
officer of Applicant is a director or officer of either the 
Company or the Adviser, and Applicant states that it is not 
anticipated that any partner, director or officer of any other 
Underwriter will be a director or officer of the Company or 
the Adviser. 


Applicant maintains that the requested exemption from the 
provisions of Section 30(f) of the Act is necessary and 
appropriate in the public interest and consistent with the 
protection of investors and the purposes fairly intended by 
the policy and provisions of the Act. It further asserts that 
the transactions sought to be exempted do not lend them- 
selves to the practices to which Section 16(b) of the Ex- 
change Act and Section 30(f) of the Act were enacted to 
apply. 


Section 6(c) of the Act authorizes the Commission to 
exempt any person, security or transaction, or any class or 
classes of persons, securities or transactions, from any pro- 
vision of the Act and Rules promulgated thereunder if and 
to the extent that such exemption is necessary or appro- 
priate in the public interest and consistent with the pro- 
tection of investors and the purposes fairly intended by the 
policy and provisions of the Act. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than January 10, 1974, at 5:30 p.m., submit 
to the Commission in writing a request for a hearing on 

the matter accompanied by a statement as to the nature of 
his interest, the reason for such request, and the issues of 
fact or law proposed to be controverted, or he may request 
that he be notified if the Commission shall order a hearing 
thereon. Any such communication should be addressed: 
Secretary, Securities and Exchange Commission, Washington, 
D. C. 20549. A copy of such request shall be served per- 
sonally or by mail (air mail if the person being served is 
located more than 500 miles from the point of mailing) 


upon Applicant at the address stated above. Proof of such 
service (by affidavit, or in the case of an attorney-at-law, by 
certificate) shall be filed contemporaneously with the request. 
As provided by Rule O-5 of the Rules and Regulations pro- 
muligated under the Act, an order disposing of the Appli- 
cation will be issued as of course following said date unless 
the Commission thereafter orders a hearing upon request 

or upon the Commission’s own motion. Persons who re- 
quest a hearing or advice as to whether a hearing is ordered, 
will receive notice of further developments in the matter, 
including the date of the hearing (if ordered) and any post- 
ponements thereof. 


For the Commission, by the Division of Investment Manage- 
ment Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8143/December 19, 1973 


In the Matter of 


FUNDAMATIC INVESTORS, INC. 
c/o Sidney R. Pine 

Valicenti Leighton Reid & Pine 
437 Madison Avenue 

New York, New York 10022 
(812-3324) 


ORDER PURSUANT TO SECTION 22(e) (3) OF THE 
ACT 


Fundamatic Investors, Inc. ("Applicant”), a diversified, 
open-end management investment company registered 
under the Investment Company Act of 1940 (the “Act”), 
has filed an application pursuant to Section 22(e) (3) of 
the Act for an order of the Commission continuing a prior 
order of the Commission permitting Applicant to suspend 
redemption of its outstanding redeemable securities and 
to postpone payment for shares submitted for redemption 
but for which payment has not been made. 


The Commission on October 5, 1973, issued a notice of 
the filing of said application which included an Order per- 
mitting suspension of redemption and postponement of 
payment for shares submitted for redemption until further 
order of the Commission (Investment Company Act Re- 
lease No. 8022). The notice gave interested persons an 
opportunity to request a hearing and stated that an order 
disposing of the application might be issued on the basis 
of the information stated therein unless a hearing should 
be ordered. 


On October 23, 1973, the Commission received a request 
by the Independent Investor Protective League (the 
“IIPL”), an unincorporated association, for a hearing on 
the application. Counsel for Applicant then filed a res- 
ponse to such request dated October 26, 1973, which 
stated that on October 5, 1973, the U. S. District Court 
for the Southern District of New York had ordered the 
receiver and trustee of the Applicant to enter and carry out 
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a proposed Plan of Liquidation. 


Section 22(e) (3) of the Act provides that the Commission 
may, by order, for the protection of the security holders of 
a company, permit a registered investment company to 
suspend the right of redemption, or postpone the date of 
payment or satisfaction upon redemption of any redeem- 
able security. The Commission does not believe that the 
request for a hearing indicates that a hearing on the appli- 
cation would be necessary or appropriate in the public 
interest or for the protection of investors 
therefore, has not ordered a hearing in this matter. 


The matter has been considered and it has been found that 
the continued suspension of the right of redemption of 
Applicant’s redeemable securities and continued postpone- 
ment of the date of payment or satisfaction upon redemp- 
tion of any redeemable security of Applicant are necessary 
for the protection of the security holders of Applicant. 
Accordingly, 


IT 1S ORDERED, pursuant to Section 22(e) (3) of the 
Act, that Applicant be, and hereby is, permitted (1) to 
suspend the right of redemption of its outstanding redeem- 
able securities, and (2) to suspend payment for shares 
which have been submitted for redemption but for which 
payment has not been made, until December 31, 1973, or 
such later time as the Commission may by order determine 
upon an application filed in good faith by the Applicant 
which demonstrates the necessity for continued suspension 
of the right of redemption. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8144/December 19, 1973 


In the Matter of 


SOURCE CAPITAL, INC. 
1888 Century Park East 
Los Angeles, California 


and 


WILFRED O. DUNKEL 
110 Harris Court 

Grand Blanc, Michigan 
(812-3320) 


ORDER PURSUANT TO SECTIONS 17(b) AND 17(d) OF 
THE ACT AND RULE 17d-1 UNDER THE ACT 


On September 25, 1973, a notice was issued (Investment 
Company Act Release No. 8006) of the filing of an appli- 


cation by Source Capital, Inc. (“SCI”), a closed-end manage- 


ment investment company registered under the Investment 
Company Act of 1940 ("Act”), and Wilfred O. Dunkel 
(“Dunkel”), for an order of the Commission, pursuant to 
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The Commission, 








Section 17(b) of the Act, exempting from the provisions 
of Section 17(a) of the Act the sale and transfer of 
163,949 shares of the common stock of Henry Engineering 
Company (“Henry”), by SCI to Dunkel, and, pursuant to 
Section 17(d) of the Act and Rule 17d-1 under the Act, 
permitting the sale and transfer of common shares of 
Henry to Dunkel by Messrs. A. E. Potts, William Walker, 
Raymond Malmberg, Carl Percy and William A. Baldwin, 
in connection with the sale by SCI of common shares of 
Henry to Dunkel 


























The notice gave interested persons an opportunity to re- 

quest a hearing and stated that an order disposing of the } 
application might be issued upon the basis of the infor- 
mation stated in the application unless a hearing should be 
ordered. The Commission received a request for a hearing 
dated October 18, 1973, from Martin T. Whitman, a share- 
holder of SCI common stock, which request was withdrawn 

by Whitman by a letter dated December 3, 1973. 


The Commission has considered the matter and has found, 
on the basis of the information stated in the application, 
that the participation of SCI in the proposed transactions is 
consistent with the provisions, policies, and purposes of the 
Act and is not on a basis less advantageous than that of 
the other participants and that the terms of the proposed 
transaction between SCI and Dunkel are reasonable, fair 
and do not involve overreaching on the part of any person 
concerned and are consistent with the policy of SCI and 
with the general purposes of the Act. Accordingly, 


IT 1S ORDERED, that the application, pursuant to Section 
17(b) of the Act, for exemption from the provisions of 

Section 17(a) of the Act; and the application pursuant to 4 
Section 17(d) of the Act and Rule 17d-1 thereunder, said 
application with respect to the proposed transaction, be, 

and it hereby is, granted. 


For the Commission, by the Division of Investment Manage- 
ment Reguiation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary : 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8145/December 21, 1973 


In the Matter of 


COUNSELORS CAPITAL FUND, INC. 
c/o William F. Rinehart, Esquire 
Macdonald, Halsted & Laybourne 

1200 Wilshire Boulevard 

Los Angeles, California 90017 
(811-1427) 


NOTICE OF PROPOSAL TO TERMINATE REGISTRA- 
TION PURSUANT TO SECTION 8(f) OF THE ACT 


NOTICE IS HEREBY GIVEN that the Commission pro- 
poses, pursuant to Section 8(f) of the Investment Com- 
pany Act of 1940 ("Act"), to declare by order upon its 












a 


Nn 


is 
he 


on 












own motion that Counselors Capital Fund, Inc. (“Fund”), 
registered under the Act as an open-end, diversified manage- 
ment investment company, has ceased to be an investment 
company as defined in the Act. 


Fund registered under the Act on September 12, 1966, by 
filing a Form N-8A Notification of Registration. On that 
same date, Fund filed a Form N-8B-1 Registration State- 
ment under the Act together with a Form S-5 Registration 
Statement under the Securities Act of 1933 (“1933 Act”), 
which 1933 Act Registration Statement was never declared 
effective. 


The Commission's records indicate that Fund’s organizers do 
not intend to proceed with the Fund. Fund has no assets 

or shareholders and has never sold, nor offered for sale, any 
of its securities. 


Section 8(f) of the Act provides, in pertinent part, that 
when the Commission, on its own motion or upon appli- 
cation, finds a registered investment company has ceased to 
be an investment company, it shall so declare by order, and, 
upon the effectiveness of such order, the registration of 
such company shall cease to be in effect. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than January 16, 1974, at 5:30 p.m., submit 
to the Commission in writing a request for a hearing on the 
matter accompanied by a statement as to the nature of his 
interest, the reason for such request, and the issues, if any, 
of fact or law proposed to be controverted, or he may re- 
quest that he be notified if the Commission should order a 
hearing thereon. Any such communication should be 
addressed: Secretary, Securities and Exchange Commission, 
Washington, D. C. 20549. A copy of such request shall be 
served personally or by mail (air mail if the person being 
served is located more than 500 miles from the point of 
mailing) upon the Fund at the address set forth above. 
Proof of such service (by affidavit, or in case of an attorney- 
at-law, by certificate) shall be filed contemporaneously 
with the request. As provided by Rule O-5 of the Rules 
and Regulations promulgated under the Act, an order dis- 
posing of the matter will be issued as of course following 
said date unless the Commission thereafter orders a hearing 
upon request or upon the Commission’s own motion. 
Persons who request a hearing, or advice as to whether a 
hearing is ordered, will receive notice of further develop- 
ments in this matter, including the date of the hearing (if 
ordered) and any postponements thereof. 


For the Commission, by the Division of Investment Manage- 
ment Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8146/December 21, 1973 


In the Matter of 


PORTFOLIO PERFORMANCE FUND, INC. 


140 Broadway 
New York, New York 10005 
(811-1734) 


NOTICE OF PROPOSAL TO TERMINATE REGISTRA- 
TION PURSUANT TO SECTION 8(f) OF THE ACT 


NOTICE IS HEREBY GIVEN that the Commission pro- 
poses, pursuant to Section 8(f) of the Investment Company 
Act of 1940 ("Act"), to declare by order upon its own 
motion that Portfolio Performance Fund, Inc. (“Fund”), 
registered under the Act as an open-end, non-diversified 
management investment company, has ceased to be an 
investment company. 


Fund registered under the Act on September 27, 1968, by 
filing a Form N-8A Notification of Registration. On that 
same date, Fund filed a Form N-8B-1 Registration Statement 
under the Act together with a Form S-5 Registration State- 
ment under the Securities Act of 1933 ("1933 Act”), which 
1933 Act Registration Statement has never become effective. 


The Commission’s records indicate that Fund has never 
been activated, has not issued any securities and has no 
assets or liabilities. 


Section 8(f) of the Act provides, in pertinent part, that 
when the Commission, on its own motion or upon appli- 
cation, finds a registered investment company has ceased 
to be an investment company, it shall so declare by order , 
and, upon the effectiveness of such order, the registration 
of such company shall cease to be in effect. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than January 16, 1974, at 5:30 p.m., submit 
to the Commission in writing a request for a hearing on the 
matter accompanied by a statement as to the nature of his 
interest, the reason for such request, and the issues of fact 
or law proposed to be controverted, or he may request that 
he be notified if the Commission should order a hearing 
thereon. Any such communication should be addressed: 
Secretary, Securities and Exchange Commission, Washing- 
ton, D. C. 20549. A copy of such request shall be served 
personally or by mail (air mail if the person being served is 
located more than 500 miles from the point of mailing) 
upon the Fund at the address set forth above. Proof of 
such service (by affidavit, or in case of an attorney-at-law, 
by certificate) shall be filed contemporaneously with the 
request. As provided by Rule O-5 of the Rules and Regu- 
lations promulgated under the Act, an order disposing of 
the matter will be issued as of course following said date 
unless the Commission thereafter orders a hearing upon 
request or upon the Commission’s own motion. Persons 
who request a hearing, or advice as to whether a hearing is 
ordered, will receive notice of further developments in this 
matter, including the date of the hearing (if ordered) and 
any postponements thereof. 


For the Commission, by the Division of Investment Manage- 
ment Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Reiease No. 8147/December 21, 1973 


In the Matter of 


INDUSTRIAL STOCK AVERAGE FUND, INC. 
176 Broadway 

New York, New York 10007 

(811-1987) 


NOTICE OF PROPOSAL TO TERMINATE REGISTRA- 
TION PURSUANT TO SECTION 8(f) OF THE ACT 


NOTICE IS HEREBY GIVEN that the Commission pro- 
poses, pursuant to Section 8(f) of the Investment Company 
Act of 1940 ("Act”), to declare by order upon its own 
motion that Industrial Stock Average Fund, Inc. ("Fund"), 
registered under the Act as an open-end, diversified manage- 
ment investment company, has ceased to be an investment 
company. 


Fund was organized as a Maryland corporation in December 
of 1969, and filed a Notification of Registration on Form 
N-8A and a Registration Statement on Form N-8B-1 with 
the Commission on December 22, 1969. 


The Commission’s records indicate that Fund has never 
been activated and that its Registration Statement under 
the Securities Act of 1933 was never declared effective. 
Fund has never made any offering of its securities and has 
no assets, liabilities or shareholders. 


Section 8(f) of the Act provides, in pertinent part, that 
when the Commission, on its own motion or upon appli- 
cation, finds a registered investment company has ceased 
to be an investment company, it shall so declare by order, 
and, upon the effectiveness of such order, the registration 
of such company shali cease to be in effect. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than January 16, 1974, at 5:30 p.m., submit 
to the Commission in writing a request for a hearing on the 
matter accompanied by a statement as to the nature of 

his interest, the reason for such request, and the issues of 
fact or law proposed to be controverted, or he may request 
that he be notified if the Commission should order a hearing 
thereon. Any such communication should be addressed: 
Secretary, Securities and Exchange Commission, Washing- 
ton, D. C. 20549. A copy of such request shall be served 
personally or by mail (air mail if the person being served is 
located more than 500 miles from the point of mailing) 
upon the Fund at the address set forth above. Proof of 
such service (by affidavit, or in case of an attorney-at-law, 
by certificate) shall be filed contemporaneously with the 
request. As provided by Rule O-5 of the Rules and Regu- 
lations promulgated under the Act, an order disposing of 
the matter will be issued as of course following said date 
unless the Commission thereafter orders a hearing upon 
request or upon the Commission’s own motion. Persons 
who request a hearing, or advice as to whether a hearing is 
ordered, will receive notice of further developments in this 
matter, including the date of the hearing (if ordered) and 
any postponements thereof. 


For the Commission, by the Division of Investment Manage- 


274/SEC DOCKET 








ment Regulation, pursuant to delegated authority. 





George A. Fitzsimmons 
Secretary 
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INVESTMENT ADVISERS ACT OF 1940 ) 
Release No. 396/December 17, 1973 


AMENDMENT OF RULE 203 - 2 UNDER THE INVEST- 
MENT ADVISERS ACT OF 1940 


The Securities and Exchange Commission has today amended 
Rule 203-2 under the Investment Advisers Act of 1940 } 
(“Act”) to correct certain references to former Sections 
203(d) and (g) of the Act. 


The Investment Company Amendments Act of 1970 con- 
tained amendments to the Act which, effective December 
14, 1971, redesignated former Sections 203(d) and (g) as 
Sections 203(e) and (i), respectively. It has come to the 
Commission’s attention that Rule 203-2, in paragraphs (a) 
and (b) thereof, contains references to the old section 
numbers. 


Section 211 of the Investment Advisers Act of 1940 con- 

fers authority upon the Commission to make, issue, amend 
and rescind such rules, regulations and orders as are neces- ‘ 
sary or appropriate to the exercise of its functions and 
powers under the Act. 


Accordingly, paragraphs (a) and (b) of Rule 203-2 under 
the Investment Advisers Act of 1940 are hereby amended 
to read as follows (changes in section designations under- 
lined): 


Rule 203 - 2. Withdrawal from Registration 


(a) Notice of withdrawal from registration as an invest: 
ment adviser pursuant to section 203/(i) shall be filed 
on Form ADV-W in accordance with the instructions 
contained therein. 


(b) Except as hereinafter provided, a notice to 
withdraw from registration filed by an investment 
adviser pursuant to section 203/i) shall become 
effective on the 60th day after the filing thereof with 
the Commission or within such shorter period of 
time as the Commission may determine. If, prior to 
the effective date of a notice of withdrawal from regis- 
tration, the Commission has instituted a proceeding 
pursuant to section 203/e) to suspend or revoke regis- 
tration, or a proceeding pursuant to section 203(i) to 
impose terms or conditions upon withdrawal, the 
notice of withdrawal shall not become effective 
except at such time and upon such terms and con- 
ditions as the Commission deems necessary or appro- 
priate in the public interest or for the protection of 
investors. 

























































The Commission finds that notice and procedure required Lowell D. Condon from further violations of Sections 5 

by Section 553 of title 5 of the United States Code are (registration) and 17 (anti-fraud) of the Securities Act of 

1s not necessary since the amendments are technical innature 1933 and Section 10(b) and Rule 10b-5 thereunder of the 

and do not involve substantsive changes. Accordingly, the Securities Exchange Act of 1934 in connection with the 

amendments shall become effective on December 21, 1973. offer and sale of the following securities, or any other 
securities of any other issuer: promissory notes of Sunshine 





By the Commission. Land & Cattle Corporation; promissory notes of land pur- 

chasers; guarantees thereof; and a package of instruments 
—_ George A. Fitzsimmons consisting of (1) a purchase money note, (2) a realty mort- 
Secretary gage relating to parcels of unimproved Arizona land, (3) an 


assignment of mortgage to the investor which includes a 
recourse agreement under which, among other things, Sun- 
shine guarantees to replace any defaulted promissory note 
and mortgage, and (4) an agreement for the collection of 
payments due from the land purchaser on behalf of the 


T- LITIGATION investor. 
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The injunction further enjoined Investors Security Cor- 
ended Litigation Release No. 6175/December 18, 1973 poration from further violations of Section 15(a) (unregis- 
) tered broker-dealer) of the Securities Exchange Act of 
SEC v. R. WAYNE EVERETT AND ASSOCIATES, INC., 1934 and enjoined Lowell D. Condon from aiding and 
etal (S.D.IA. Civil Action No. 73-54-D) abetting Investors Security Corporation in further vio- 
lations of said Section 15(a). 


n- John |. Mayer, Administrator of the Chicago Regional 

er Office of the Securities and Exchange Commission, an- For further details see Litigations Releases Nos. 5398, 
s nounced that on December 12, 1973, The Honorable 5462 and 5470. 

William C. Stuart, United States District Judge for the 

a) Southern District of lowa entered a final judgment of per- 





manent injunction against Hawkeye Land Ltd., Bettendorf, 

lowa, enjoining it from further violations of the anti-fraud 
provisions of the Securities Act of 1933, and the anti-fraud 
n- provisions of the Securities Exchange Act of 1934, in the TRUST INDENTURE ACT 
end offer and sale of the common stock of Hawkeye Land Ltd. 
es i or any other security issued by Hawkeye Land Ltd. or any 
other issuer. TRUST INDENTURE ACT OF 1939 

Release No. 350/December 17, 1973 








In addition, the Court ordered that Hawkeye Land Ltd. 





T refund $675,925 to the subscribers of the common stock of The Securities and Exchange Commission has issued a 

ed Hawkeye Land Ltd. notice giving interested persons until January 2, 1974 to 

request a hearing upon an application filed by Standard 
The Defendant, Hawkeye Land Ltd., consented to the above Oil Company (Indiana) pursuant to clause (ii) of Section 
judgment and order without admitting or denying the al- 310 (b) (1) of the Trust Indenture Act of 1939 ("the Act”) 
legations of the Commission’s complaint. for a finding that the trusteeships of The Chase Manhattan 

Bank under an indenture dated September 15, 1966, quali- 

est-. For further information see Litigation Release No. 6167. fied under the Act, and another indenture, dated De- 

J cember 2, 1973, not qualified under the Act, are not so 

S likely to involve a material conflict of interest as to make 


it necessary in the public interest or for the protection of 
investors to disqualify Chase Manhattan from acting as 
Litigation Release No. 6176/December 18, 1973 Trustee under these indentures. 


SEC v. SUNSHINE LAND & CATTLE CORPORATION, 
h et al (N.D.E.Div. Il. C.A. No. 72C-1186) 








John |. Mayer, Administrator of the Chicago Regional 





jis- Office of the Securities and Exchange Commission, an- ACCOUNTING SERIES 
_  hounced that on November 7, 1973, The Honorable 
is- Richard W. McLaren, Judge of the United States District 
0 Court for the Northern District of Illinois, Eastern Division, ACCOUNTING SERIES 
in Chicago, entered a final judgment of permanent in- Release No. 150/December 20, 1973 


junction against Investors Security Corporation of Minnea- 

polis, Minnesota, and its president, Lowell D. Condon of STATEMENT OF POLICY ON THE ESTABLISHMENT 

Golden Valley, Minnesota. AND IMPROVEMENT OF ACCOUNTING PRINCIPLES 
AND STANDARDS 

The order enjoined Investors Security Corporation and 
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Various Acts of Congress administered by the Securities and 
Exchange Commission clearly state the authority of the 
Commission to prescribe the methods to be followed in the 
preparation of accounts and the form and content of fin- 
ancial statements to be filed under the Acts and the respon- 
sibility to assure that investors are furnished with infor- 
mation necessary for informed investment decisions. In 
meeting this statutory responsibility effectively, in recogni- 
tion of the expertise, energy and resources of the account- 
ing profession, and without abdicating its responsibilities, 
the Commission has historically looked to the standard- 
setting bodies designated by the profession to provide 
leadership in establishing and improving accounting princi- 
ples. The determinations by these bodies have been re- 
garded by the Commission, with minor exceptions, as 

being responsive to the needs of investors. 


The body presently designated by the Council of the 
American Institute of Certified Public Accountants 
(AICPA) to establish accounting principles is the Financial 
Accounting Standards Board (FASB). This designation by 
the AICPA followed the issuance of a report in March 1972 
recommending the formation of the FASB, after a study of 
the matter by a broadly based study group. The recom- 
mendations contained in that report were widely endorsed 
by industry, financial analysts, accounting educators, and 
practicing accountants. The Commission endorsed the 
establishment of the FASB in the belief that the Board 
would provide an institutional framework which will permit 
prompt and responsible actions flowing from research and 
consideration of varying viewpoints. The collective exper- 
ience and expertise of the members of the FASB and the 
individuals and professional organizations supporting it are 
substantial. Equally important, the commitment of 
resources to the FASB is impressive evidence of the willing- 
ness and intention of the private sector to support the 
FASB in accomplishing its task. In view of these consi- 
derations, the Commission intends to continue its policy of 
looking to the private sector for leadership in establishing 
and improving accounting principles and standards through 
the FASB with the expectation that the body’s conclusions 
will promote the interests of investors. 


In Accounting Series Release No. 4 (1938) the Commission 
stated its policy that financial statements prepared in 
accordance with accounting practices for which there was 
no substantial authoritative support were presumed to be 
misleading and that footnote or other disclosure would not 
avoid this presumption. It also stated that, where there was 
a difference of opinion between the Commission and a 
registrant as to the proper accounting to be followed in a 
particular case, disclosure would be accepted in lieu of 
correction of the financial statements themselves only if 
substantial authoritative support existed for the accounting 
practices followed by the registrant and the position of the 
Commission had not been expressed in rules, regulations or 
other official releases. For purposes of this policy, princi- 
ples, standards and practices promulgated by the FASB in 
its Statements and Interpretations 1/ will be considered 
by the Commission as having substantial authoritative 
support, and those contrary to such FASB promulgations 
will be considered 2/ to have no such support. 


In the exercise of its statutory authority with respect to 
the form and content of filings under the Acts, the Com- 
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mission has the responsibility to assure that investors are pro- 
vided with adequate information. A significant portion of 
the necessary information is provided by a set of basic 
financial statements (including the notes thereto) which 
conform to generally accepted accounting principles. In- 
formation in addition to that included in financial state- 
ments conforming to generally accepted accounting prin- 
ciples is also necessary. Such additional disclosures are 
required to be made in various fashions, such as in financial 
statements and schedules reported on by independent pub- 
lic accountants or as textual statements required by items 

in the applicable forms and reports filed with the Com- 
mission. The Commission will continue to identify areas ) 
where investor information needs exist and will determine 

the appropriate methods of disclosure to meet thes? needs. 





It must be recognized that in its administration of the Fed- 
eral Securities Acts and in its review of filings under such 
Acts, the Commission staff will continue as it has in the 

past to take such action on a day-to-day basis as may be ) 
appropriate to resolve specific problems of accounting and 
reporting under the particular factual circumstances involved 
in filings and reports of individual registrants. 


The Commission believes that the foregoing statement of 
policy provides a sound basis for the Commission and the 
FASB to make significant contributions to meeting the } 
needs of registrants and investors. 


By the Commission. 


George A. Fitzsimmons 
Secretary 


1/ Accounting Research Bulletins of the Committee on 
Accounting Procedure of the American Institute of Certi- 
fied Public Accountants and effective opinions of the Ac- 
counting Principles Board of the Institute should be con- 
sidered as continuing in force with the same degree of 
authority except to the extent altered, amended, supple- 
mented, revoked or superseded by one or more Statements 
of Financial Accounting Standards issued by the FASB. 


2/ It should be noted that Rule 203 of the Rules of Con- 
duct of the Code of Ethics of the AICPA provides that it - 
is necessary to depart from accounting principles pro- 
mulgated by the body designated by the Council of the 
AICPA if, due to unusual circumstances, failure to do so 
would result in misleading financial statements. In such a 
case, the use of other principles may be accepted or re- 
quired by the Commission. 
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